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SUPPLEMENTAL APPROPRIATION BILL FOR 1961 


FRIDAY, JULY 1, 1960 
U.S. SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10:50 a.m., pursuant to call, in room F-37, 
the Capitol, Hon. Carl Hayden, c hairman of the committee, presiding. 
Present: Chairman Hayden, Senators Russell, Chavez, Ellender, 
McClellan, Robertson, Holland, Stennis, Johnson, Pastore, Monroney, 
Bible, McGee, Saltonstall, Young, and Kuchel. 


TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 


STATEMENT OF HON. ROBERT B. ANDERSON, SECRETARY OF THE 
TREASURY; ACCOMPANIED BY T. GRAYDON UPTON, ASSISTANT 
SECRETARY; GEORGE H. WILLIS, DIRECTOR, OFFICE OF INTER- 
NATIONAL FINANCE; AND HARVEY A. LEVE, ATTORNEY, OFFICE 
OF THE GENERAL COUNSEL 


SUBSCRIPTION TO INTERNATIONAL DEVELOPMENT ASSOCIATION 


Chairman Haypen. The committee will be in order. 

We have with us today the Secretary of the Treasury. 

I would like to read the language that is recommended for inclusion 
in the bill, and then I will refer to the justification. 

For payment of the first installment of the subscription of the United States 
to the International Development Association, $73,666,700, to remain available 
until expended: Provided, That this paragraph shall be effective only upon 
enactment into law of H.R, 11001, 86th Congress, or similar legislation. 

The budget justifications will be placed in the record at this point as 
well as the a appeal letter dated June 28, 1960, regarding this item. 

(The information referred. to follows: ) 


Program and financing 











Presently Revised | 
available, | estimate, | Increase 
1961 1961 
— — oe as - }— Cnc iennihncae ——_—--~+—- 
Program by activities: Investment in International Develop- | 
ment Association (total obligations) -_- Shade inks $73, 666,700 | $73, 666, 700 
Financing: Appropriation (new obligat tional authority) Rta mise Nees abe matin 73, 666, 700 73, 666, 700 


eigenen casreamacae 
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Object classification 
Ce ee ere eee Saal 








Presently Revised 
available, estimate, Increase 
1961 1961 
Investgeste an® eens... 2555 le i i | Rincecdderd $73, 666, 700 $73, 666, 700 








Schedule of supplemental appropriations and revised estimates 
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Estimated supplemental required__....____________________ 73, 666, 700 
. Estimated supplemental included in latest budget___.___.____--_. _________ 
. Date needed: 

For obligations, October 1960. 

For expenditure, October 1960. 
8. Estimated expenditures from supplemental : 


aI OH 


In budget Revised 
een eee meme €2en) eo 73, 666, 700 
Sn I I re oe ee tel 
etal nemareutnks swretecesiins eel © | - eiicennemsas eee 
IN oie cschcias ce cice odeanaindihe aidebtebet aa dected GES bcc wiecniins 73, 666, 700 


JUSTIFICATION 


There are presently pending before the Congress H.R. 11001 and S. 3074 pro- 
viding for U.S. membership in the International Development Association. The 
total U.S. subscription is $320,290,000, payable in five annual installments. The 
first installment of $73,666,700 must be paid within 30 days after the Association 
begins operations, and the remaining four installments of $61,655,825 each are 
due 1 year after the Association begins operations, and at yearly intervals there- 
after. 

The articles of agreement provide that the agreement shall enter into force as 
soon after September 15, 1960, as it has been signed by governments whose sub- 
scriptions represent 65 percent of total subscriptions and these governments have 
deposited with the International Bank documents stating that they have legally 
accepted the charter and are prepared to carry out all their obligations under it. 
The United States would be in a position to become a member when legislation 
is enacted authorizing membership and providing for the first payment on sub- 
scription account. 

All member governments of the International Bank are eligible for member- 
ship, and they have until December 31, 1960, to become members. If the agree- 
ment has not entered into force by that date, the executive directors of the Bank 
may extend the signature period by not more than 6 months. 

The Association is to commence operations on the date of the first meeting of 
its Board of Executive Directors. The President of the Association is to call 
this meeting as soon as the agreement enters into force. It is anticipated that 
governments representing 65 percent of the total subscriptions to the Associa- 
tion will have accepted the articles of agreement prior to December 31, 1960, 
and in all likelihood the initial payment on the U.S. subscription will fall due in 


ealendar year 1960. 
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APPEAL LETTERS 


THE SECRETARY OF THE TREASURY, 


Washington, D.C., June 28, 1960. 
Hon. Carl HAYDEN, 


Chairman, Committee on Appropriations, U.S. Senate, Washington, D.C. 

DeAR Mr. CHAIRMAN: The supplemental appropriation bill, 1961 (H.R. 12740), 
which was passed by the House of Representatives on June 23, 1960, re- 
flected House action on five supplemental estimates for the Treasury, as follows: 

















3 ats cepa ie tettniscenasgespehianas 
Budget Recom- 
estimate mended in Reductions 
bill 
Subscription to the International Development Association_| $73, 666, 700 0 — $73, 666, 700 
NO, OS dS 30s ot oS knbacecbummoancube 800, 000 $72v, 000 —80, 000 
DEO NBOIN ids nie cd pkis ddd oberabes +uhieindhbibaqends 600, 000 500, 000 —100, 000 
Administering the public debt.............................. (750, 000) | 0 (—750, 000) 
Bureau of Engraving and Printing-.....-..........---.----- 1, 500, 000 
| 


1, 250, 000 | — 250, 000 








The House Committee Report No. 1923, which accompanied the bill, indicated 
that the budget estimate of $73,666,700 for payment of the first installment of 
the subscription of the United States to the International Development Associa- 
tion was not included in the bill inasmuch as the legislation authorizing this 
item has not yet been considered by the House. As you know, authorizing legis- 
lation (S. 3074) was passed by the Senate on June 2, 1960. A companion bill, 
H.R. 11001, has been favorably reported by the House Banking and Currency 
Committee. Thus, enactment of basic legislation this session of Congress can 
be considered reasonably certain. Under the circumstances, disallowance of 
this item by the House rests mainly on a question of timing. Subsequent enact- 
ment of authorizing legislation without corresponding approval of a supplemental 
appropriation would leave us with authority to accept membership in the Inter- 
national Development Association, but without funds to pay the first install- 
ment which, it has been contemplated, would be made sometime between Sep- 
tember 15, 1960, and December 31, 1960. 

It is important that the United States assume membership in the new Inter- 
national Development Association promptly to share with other member countries 
responsibilities in this new undertaking. We urge most strongly the restoration 
of the budget estimate for this item in the bill now before you. 

The budget estimates for the Bureau of Customs and the Bureau of the Mint 
were reduced in the amounts of $80,000 and $100,000 respectively. Both of 
these estimates have been occasioned by unprecedented demands and workload 
increases. The additional funds needed to meet these problems had been held 
to a minimum in the requests submitted to the Congress. We cannot agree to 
lesser amounts in the light of the increased workloads that confront us in these 
two bureaus. 

An item for the Bureau of the Public Debt was stricken from the bill on a 
point of order for being in the form of a reappropriation on an appropriation 
bill. The Second Supplemental Appropriation Act, 1960 (Public Law 86424) 
contained supplemental funds for the Bureau of the Public Debt of $1.5 million. 
This appropriation included funds amounting to $750,000 to permit advance 
refunding of U.S. securities prior to maturity. Certain moves in this direction 
were made in the fiscal year 1960, the costs of which were chargeable against 
this $750,000. It was desired to continue the availability of the remaining unused 
balance of this $750,000, which would otherwise expire, for obligational purposes 
on June 30, 1960, to provide opportunities for similar advance refunding pur- 
poses in the fiscal year 1961. The estimate took the form it did solely to keep 
it related to the previous appropriation action for the same purposes and to 
avoid the appropriation of additional new money. An allowance of $375,000 
against the budget estimate of $750,000 was approved by the House committee, 
but was disallowed in floor debate on a technicality and not on the merits. We 
are agreeable to accepting the allowance of $375,000 approved by the House 
committee in lieu of our original estimate of $750,000 since, as the House hear- 
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ings will indicate, we are unable to predict accurately the extent to which 
offers of advance refunding will be accepted by security holders or the exact 
cost of such exchanges. We urge your favorable consideration of this item and 
the restoration of the amount of $375,000 in the bill before you. 

Protest material in support of each of the restorations requested above hag 
been furnished your committee in the form prescribed. 

The estimate submitted to repair the limestone facing on the Bureau of En- 
graving and Printing Annex was based upon examinations and estimates pre. 
pared by qualified engineers. The evidence in support thereof was presented in 
full to the House and we have nothing more to offer. We are prepared to pro- 
ceed on the basis of the amount approved by the House and trust that the work 
can be completed within the limit fixed by the House. 

Since the House action on the item for the Bureau of Engraving and Printing 
is not being appealed, the usual protest material has not been prepared. How- 
ever, representatives of this Bureau, as well as representatives in support of the 
other items which are in protest, will be pleased to appear before your committee 
and answer questions or provide such additional information as your committee 
may need in its consideration of this bill. 

Very truly yours, 
FRED C. ScRIBNER, Jr., 
Acting Secretary of the Treasury. 


GENERAL STATEMENT 


Chairman Haypen. You may proceed, Mr. Secretary. 

Secretary Anperson. Mr. Chairman, rather than take time to read 
the statement which has been prepared, I will, with the committee’s 
permission, ask that it be included in the record, and cite only the 
highlights. 

Chairman Haypen. It will be included in the record. 

Secretary Anperson. You will recall that in July 1958 the US. 
Senate adopted a resolution suggesting that we study the establish- 
ment of an International Development Association as an affiliate 
of the International Bank. This study was undertaken by the Na- 
tional Advisory Council on International Monetary and Financial 
Problems. 

Thereafter, at the meeting of the International Bank at New Delhi, 
it was suggested by the United States that other countries as well 
study the problem which we then had under consideration. 

In October of 1959, the Bank’s Executive Directors were instructed 
to formulate the Articles of Agreement of the International Develop- 
ment Association. This was accomplished, and in January the Di- 
rectors approved and sent to the various Governments the proposed 
articles of the Association. 


APPROPRIATION REQUEST 


The bill authorizing and establishing the International Develop- 
ment Association was signed by the President yesterday. We now 
appear to support an appropriation request of $73,666,700, for pay- 
ment during the fiscal year 1961 of the first installment of the U.S. 
subscription to this International Development Association. 

There will subsequently be four additional annual installments, 
amounting to $61,655,825 each; so that all together, over a 5-year 
period, the United States will contribute $320.29 million. But all of 
the subsequent installments will be asked for and justified before 
the Congress on an annual basis. 
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I should like to point out two things: One, that this is not in a 
basic sense a new international lending institution, but is an integral 
art of one that is already in existence; that is, the International Bank. 
ecnd, while we will be paying $320 million, the other economically 
strong countries in the world will provide $443 million, for a total 
of $763 million subscribed by the economically strong countries. The 
remaining portion of the $1 billion total will be provided by countries 
whose economic strength is not now very high. 

Senator Ex.Lenper. That will be in their own currencies, I presume. 

Secretary Anperson. Partially so, and partially in convertible cur- 
rency. Every country must put in some convertible currency. 

Senator ELLeNnper. We put all of our contributions in that form? 

Secretary AnpErson. Yes. In the next place, we will not in the 
next few months actually use any of this money. So the committee 
may very well say, “Well, then, why is it urgent that you get the 
appropriations now ?” 

Ve are beginning next Tuesday discussions in Europe with a group 
known as the Development Assistance Group, which is composed of 
the economically strong countries in the world. We will, in the week 
of September 26, hold the next meeting of the International Bank. 

I have been having conferences yesterday and today with Mr. Black 
of the World Bank. Legislation with reference to the approval of 
the International Development Association and the appropriations 
therefor is under consideration now by most of the 68 nations who 
belong to the World Bank, and who are eligible to belong to the IDA. 
Countries whose subscriptions comprise not less than 65 percent of the 
total must approve and have appropriations, before the International 
Development Association can come into being. 


ASSOCIATION INITIATED BY UNITED STATES 


This is something which was initiated by the United States. It is 
an effort on our part to get other countries to put into this institution 
their own money, which can be loaned on a basis which is less favor- 
able to the lender than to the borrower. Up to now this has been a 
burden carried almost entirely by the United States. 

It is, therefore, of the utmost importance, in our judgment and in 
the judgment of Mr. Black, that we have an appropriation which 
completes our participation, so that we can urge to the countries next 
week and between now and the meeting of the bank in September that 
they complete their own legislation and appropriations, so that the 
International Development Association shall come into being. 

To be very frank, I would expect, and so does Mr. Black, that a 
large number of countries will simply wait until they see that the 
United States has fully papticiputell both by authorization and by 
ee 

enator Pastore. What if the other 35 percent is not forthcoming, 
and the Association does come into being? Are we still obligated to 
pay our full share? 

ecretary ANpERsON. We would be obligated to pay our share. The 
countries comprising the rest of the 65 would be obligated to pay their 
shares. 

Senator Pastore. But the 35 could wait? 
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Secretary Anperson. Yes. But historically, once such an in- 
stitution gets into being, all of the other countries come in. 

Senator Pasrore. I am not being critical. I merely wanted the 
record to reflect. that. 

Secretary Anperson. Most of the industrially strong countries now 
have legislation pending before their various parliamentary bodies, 
and the indications are that when the United States has fully par- 
ticipated, they will fully participate likewise. 

enator ELuenper. Is it proposed that the Bank get its immediate 
business soon after the 65 percent is subscribed to, or will they wait 
until the entire 100 percent is subscribed ? 

Secretary Anperson. They will be eligible to begin operations as 
soon as the 65 is subscribed. I think it would be a matter of judg- 
ment on the part of the Directors of the Bank, who will be the same 
Directors as the Directors of the World Bank, as to when actual op- 
erations begin. 


OURRENCY REQUIREMENT FOR OTHER COUNTRIES 


I would like to say one other thing, gentlemen. I recognize, per- 
haps as much as anyone else, the problem that this country faces, and 
the urgency that we get other countries to participate in our public 
assistance, so that we do not carry this burden primarily by ourselves. 
I also realize, and I think most of you do, that there is going to be 
an insatiable demand for capital for the foreseeable future. One of 
the few ways that I have been able to think of to try to give some per- 
spective to this demand for capital is for every country, the econom- 
ically strong as well as the economically less secure, to be required 
to put in some convertible currency, so that everybody will realize 
that when these currencies have been depleted, they too will have to 
put back such funds in order for the operations to be carried on. This, 
of course, is one of the basic principles of the International Develop- 
ment Association. 


U.S. FINANCIAL PARTICIPATION IN THE IDA 


Senator Exrtenper. As I recall, Mr. Secretary, in addition to the 
$763 million that you propose we make available over 5 years, we also 
will have deposited with that Bank millions of dollars of funds that 
we hold abroad for lending. 

Secretary Anprerson. Under the bill as now passed by the Con 
before the IDA can get funds generated by other programs, we wi 
have to come back to the Congress and ask your permission to put 
those funds into the resources of the International Development Asso- 
ciation. 

Senator ELtenper. But we do have millions already on hand that 
can be used. 

Secretary Anperson. We have generated millions, yes, sir. 

Senator Ex.enpver. To what extent will contribution to this new 
Bank relieve us of continuing to furnish more and more funds for the 
DLF and other programs? You stated that this program might en- 
able us to lessen our overall burden. I am assuming that what you 
are saying to us is that if this program is approved, and you get other 
countries to participate in it, it will lessen our overall burden in the 
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future. Certainly the administration is not going to ask us to increase 
the appropriation for the DLF, for example, if this program is 
approved. 
ecretary Anperson. Senator Ellender, I would not say necessarily 
that we would lessen our burden. I would simply say that we would 

t other countries who will participate in furnishing currencies that 
can be used for lending purposes on terms less favorable to the lender 
than to the borrower, so that we are not the only country in the world 
which is providing this kind of loan assistance. 

I will say very frankly that I believe that there will always—that 
is, for the foreseeable future—be a need for the kind of funds that 
we have heretofore appropriated on a bilateral basis. However, if 
we are going to assume any part of the burden which the whole world 
is going to be demanding of the rest of the world who are more for- 
tunately situated, then I think it is essential that we have the partici- 

ation of other governments as well. 

Senator ELLENpDER. Yes; but you said in your statement, as I under- 
stood you, that this would lessen our present burdens. But if we pro- 
vide $320 million of the $763 million, and in addition to that make 
available credits and continue the other programs, in my judgment, 
we will simply be increasing our burden. 


SHARING BY OTHER NATIONS ESSENTIAL 


Senator Pastore. Is it not a fact, Mr. Secretary, that no matter 
what the burden is, worldwide, through this instrumentality, you 
have an element of sharing which proportionately reduces our re- 
sponsibility as against a whole worlc wide burden? Is that not what 

ou are saying? What the worldwide burden, of course, is going to 
be in the future depends on what the circumstances are. 

Secretary Anperson. Senator, let me put it this way. None of us 
around this table can foresee a time when there is going to be absolute- 
ly enough capital to do all of the things the people of the world think 
have to be done in order to raise the standard of living of the under- 
developed countries. Now the question is, Is it up to us primarily 
to furnish credits that can be furnished on terms more lenient on 
the part of the lender than the borrower? Or do we urge and insist 
that all of our neighbors in the developed countries of the world do 
likewise ? 

CAPITAL GAP 


We are saying here that we must urge that all of our other neigh- 
bors do likewise. We have been saying that the day of the dollar gap 
has come to an end, that what exists now, if anything, is a capital 
gap; that the capital gap can be filled with deutsche marks and with 
pounds and with francs and with lire and with other types of cur- 
rency from strong countries as well as it can with dollars, and that 
we ask, therefore, that they participate on this basis as well as we. 

Senator Monroney. .For every loan that is made by IDA, one less 
demand is relieved fromm development loan funds, or the grant-in-aid; 
isthat not correct ? 

Secretary Anperson. To the extent that they will meet the need, 
this will be true. 
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Senator Monroney. The money that is relieved through IDA repre- 
sents only 35 percent United States and 65 percent international 
contribution. 

Secretary Anperson. Of the currencies. 

Senator Monroney. Is it not also true that there are many spots in 
the world where local government, fearing that they will lose sover- 
eignty or be suspect as being dependent upon the United States, and, 
therefore, subject to Communist propaganda, would far prefer to go 
to an international banking facility and receive their loans on a bank- 
ing basis, even though the terms are stretched out and the interest 
rate would be unusually low, than they would to depend fully on the 
United States ? 

Secretary AnpErson. That is correct. 

Senator Monroney. Is it not also true that the only answer to the 
SUNFED idea, which was for the United Nations to run a develop- 
ment loan type of fund which would be controlled by the borrowers, 
is that this 1s an international bank of long experience with the same 
directors that would be run by the stockholders, and this makes it a 
banking operation, whereas SUNFED would be an open-end opera- 
tion in which the borrowers would be the ones who would be writing 
the ticket and determining the rates? 

Secretary Anperson. I certainly think it is more appropriate to 
lend the money through an established agency such as the World 
Bank, rather than through the United Nations, as in the proposal 
of SUNFED. 

Senator Monroney. But we have to furnish some alternative, or 
sooner or later we will be forced into either voting against SUNFED 
or establishing a better financial institution of real sound operation 
and management. 

Secretary Anpverson. I think that is correct. 

Chairman Haypen. Senator Robertson ? 


ATTITUDE OF OTHER NATIONS TOWARD PROPOSAL 


Senator Rogertson. Secretary Anderson, you will recall I was with 
you in New Delhi when you made the IDA proposal on behalf of our 
Government. I am sure you recall that the proposal was not received 
with any wild applause from any of the other nations. 

Secretary Anperson. Yes, sir. 

Senator Rogertson. The Minister of Finance of West Germany, 
I believe, indicated he would be willing to consider it, but the com- 
ments of most of them were quite restrained, and my impression was 
that they would not object at all to our continuing under our Export- 
Import Bank, our other foreign aid loans, and the Development Loan 
Fund, to carry the major burden of financing the development and 
that they were not anxious to get in on this. 

Secretary Anperson. That iscorrect. It was received rather coolly. 

Senator Rosertson. To what extent since that time have you re- 
ceived assurances from the major nations with a sound currency that 
they will go into this program ? 

Secretary ANpERsON. Well, in the meeting in 1959, when the Board 
of Directors 
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Senator Rozertson. This was in Washington ? 

Secretary ANpEeRSoN. In Washington. Was instructed that the ar- 
ticles of agreement be drawn up, there were no dissenting votes among 
the strong nations. The indications today are that nearly all of the 
parliamentary bodies of the strong countries have under consideration 
their participation. I think largely they are waiting on the assurance 
that the United States is going to participate. 

Senator Ropertson. Frankly, I share the view of Senator Ellender 
that we have certainly gone overboard in our foreign aid help in 
making loans that probably will never be repaid, and we have a great 
accumulation of all sorts of foreign currencies that we are told now 
we cannot expend. We are going to lend back to India the rupees that 
we cannot spend over there. 

But the whole purpose of this is to take some of the pressure off 
us from other directions. 

Secretary Anperson. The whole purpose is to ask the other coun- 
tries to come in, to participate. 

Senator Ropertson. That is what I mean, take off some of the 
pressure of carrying the ball alone; and for many of the countries 
that have benefited from our foreign aid to come in now and assume 
their fair share of financing the countries that would like to live at 
peace in the world. 

Secretary Anperson. That is correct. 


COMMITTEE JURISDICTION OVER LEGISLATION 


Senator Rorrertson. Mr. Chairman, this program was previously 
handled by the Banking and Currency Committee, but when that 
committee moved over to foreign affairs, they raised the parliamentary 
issue that under the Reorganization Act of 1946, international financ- 
ing belonged to the Foreign Relations Committee. I challenged the 
position, and so we lost jurisdiction. 

But I am still interested, and I think that once we have authorized 
this, between September and December we are to come up with our 
part of it. 

Secretary Anperson. As I stated earlier, I would be honest with 
the committee to say we are not actually going to use this money 
between now and December. But until the United States has fully 
participated, both by authorization and appropriation, it is our judg- 
ment that other countries will simply wait to see what the United 
States does. 

We do not want to miss the opportunity of saying to our colleagues 
on next Tuesday that we urgently insist that they try to complete 
their parliamentary activities so that they can participate, and that 
we can bring this institution into being if possible in the meeting of 
the Bank in September. 

Senator Ropertson. If we do not go in, the plan fails? 

Secretary Anperson. I think that is true. 

Senator Rornertson. There is no doubt that some nations that are 
willing to go in would not mind seeing it fail, so that we would con- 
tinue to carry the major part of the burden. 
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LIMITATION ON APPROPRIATION 


Senator Cuavez. Cannot the appropriation be made conditional 
upon the others participating ? 

Senator Roserrson. I do not know about that. 

Secretary AnpERSON. The proposition is that if countries having 65 
percent do not participate, then automatically no country participates, 
But as soon as 65 percent do participate, they go ahead. 

Senator Cuavez. But should we not provide that our amount of 
money is to go that far only provided that the other ones do the 
same? 

Secretary Anprrson. Senator, I would hope you would not find it 
necessary to put any additional conditions to those that already exist 
in the establishment of the articles of association, which provide that 
when countries having 65 percent of the subscriptions participate, it 
will come into being, and until 65 percent is accounted for, it does 
not come into being. 

Some of these nations have legislative bodies that simply will not 
meet on the same kind of a schedule that ours meets. 

Senator Russeiz. Mr. Chairman ? 

Chairman Haypen. Mr. Russell. 


POSSIBILITY OF REDUCING FOREIGN AID PROGRAM 


Senator Russerzi. Mr. Secretary, Senator Robertson indicated that 
the approval of this program would greatly reduce our contributions to 
other foreign aid programs. I had not necessarily gotten that impres- 
sion of this program. I have not opposed it, but I looked upon it 
rather as an extension of our foreign aid program rather than a 
reduction of it. Can you tell this committee of any specific areas 
where we are going to reduce such aid ? 

Secretary ANperson. No, sir. In response to Senator Ellender’s 
question, I said this: I do not try to tell this committee that we will 
minimize or that the country can in the future minimize its participa- 
tion in other programs. 

Senator Russetz. That was my impression. 

Secretary Anperson. I simply say to you that if you are going to 
face what is going to be, for all of the foreseeable future, an insatiable 
and unending demand for capital, then it is important that we ask all 
of the countries of the world to participate on this basis, rather than 
to simply say that the United States will be the country that partici- 
pates alone. 

Senator Russety. This is not the only participating organization 
that we have. We have three or four others, such as the World Bank. 

Secretary Anperson. Thisisa part of the World Bank. 

Senator Russeiu. This is a new function for the World Bank, and 
we have other agencies. But none of them that I have seen have 
reduced the demand for appropriated funds. In fact, it has been 
increasing from year to year over the past several years. 

Senator Ropertson. iP my colleague would yield there, I did not 
mean to imply that I thought there would be any less demand on the 
other agencies. I just mean to imply that there would be less pressure 
on us to appropriate for every kind of loan if we set up this plan of 






| 
| 
| 
| 











t 
I 
t 
1 
fr 


ee oe ee OO 





al 


65 
es, 


hat 
s to 


1 it 
na 
"eas 


er’s 
will 
pa- 


y to 
able 
call 
han 
tici- 


tion 
ank. 


and 
nave 
been 


not 
. the 
sure 
n of 


SUPPLEMENTAL APPROPRIATION BILL, 1961 ll 


making a bankable loan, but on a little less strict terms than the 
International Bank would make it. 


PARTICIPATION OF OTHER NATIONS 


Secretary AnpERSON. I also would like to emphasize, Senator Rus- 
sell, if I may, this different characteristic. Here is an institution into 
which everybody is going to put some hard convertible currency. As 
long as everybody puts in, then, there is going to be a greater disposi- 
tion on the part of all of the countries to examine carefully not only 
what they ask for, but what their neighbors ask for, in the realization 
that when the well runs dry, they have to put something back. I do 
not know of a better financial discipline than that. 

Senator Russe... Here we are, on the date before we go into recess, 
having to decide this issue. How many other countries have passed 
legislation authorizing their participation in this program ‘ 

Secretary Anperson. I think only two. At least one country has 
finished its legislation; countries accounting for about 68 percent of 
the subscription are in various stages of their parliamentary pro- 
cedures. 

Senator Russe.u. The one that has approved, is it a probable lender 
or borrower ? 

Secretary AnpeERsoN. It isa probable borrower. 

Senator Russeti. I assumed as much. No other nation has yet 
contributed its funds to the organization ¢ 

Secretary Anperson. No; and | think this is one of the reasons for 
the urgency now. When we sit down on Tuesday of next week with 
most of the lending countries, we would like to be able to say to them 
that the United States has completed its full participation, and we 
urgently insist that every other country carry theirs through to a con- 
clusion as rapidly as possible. 


TIME ELEMENT 


Senator Russreti. How long did it take us to get the other con- 
tributing countries in under similar provisions ? 

Secretary ANDERsoN. You mean other foreign institutions ? 

Senator Russeix. Yes; following Bretton Woods and things of that 
kind, how long did it take ¢ 

Secretary Anperson. I do not recall precisely. On the Bretton 
Woods agreement, it was about a year. In the Inter-American Bank, 
which was created with the Latin American Republics, it was some- 
thing under 9 months. 

Senator Russe.u. Very well. 


CONTRIBUTION FORMULA 


Senator Monroney. Mr. Secretary, is it not a fact that the ratio 
that you are using as to contributions to this being the same as your 
stockholdings in the World Bank has relieved the most troublesome 
problem that you would have in establishing a new financial institu- 
tion, that you had to take, and did take, the ratio of contribution 
that has historically been applied to the World Bank, and therefore 


the one difficulty in trying to establish quotas for other nations to 
come in was surmounted in this way. 
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Secretary ANnperson. That is correct. 

Senator Monroney. And is it not true that in England, the legisla- 
tion is nearing its final operation, I am told by a British parliamen- 
tarian, that Germany is very strong for the program, and Japan is 
very enthusiastic for it? 

Secretary Anperson. All of these primary countries, Great Britain, 
Germany, France, Japan, Italy and other countries have indicated a 
willingness and an intent to participate in the program. I frankly 
think, : and I would say not only on my own responsibility, but on that 
of Mr. Black, primarily they are waiting to see that the United States 
participates. They will not consider U.S. participation complete un- 
til we have an appropriation of our first annual installment. 

Senator Pastore. What indicates their willingness, if there is 
scarcely any advantage to them, if we would have to assume the full 
responsibility if they did not participate. Why all this willingness 
on the part of these nations who heretofore have more or less “been 
reluctant to so participate ? 

Secretary ANpeERsoN. Senator, I think this goes back to the question 
that was raised by Senator Robertson. In New Delhi, this suggestion 
met with a rather unenthusiastic response. Other countries, if they 
had their absolute preference I certainly think, would prefer that only 
the United States make this kind of loan, and that they increase their 
exports by our providing the funding and on a basis which the other 
countries would find satisfactory. 


PARTICIPATION IN PURCHASING NECESSARY 


We have, over these years, talked to the other countries along these 
lines: “You have now reached a period of economic development in 
your country, where it is no longer acceptable to the United States 
that we carry alone the burden of i le resources on terms less 
favorable to the lenders than to the borrowers.” We have said in the 
instance of the Development Loan Fund that primary emphasis in 
that institution is going to be given to purchases in the United States. 
We would not be willing to participate in an international institution 
which made loans on these favorable terms unless all of the countries 
participate, because purchases will be made on a worldwide basis. 

I think all of the other countries have come to the realization that 
we are living in an era in which hundreds of millions of people, if we 
are going to have a peaceful world, are going to be demanding some 
economic backing. There is a limit up to which they can service for- 
eign exchange requirements on a fully convertible basis. If we are 
going to bring into existence some marginal projects which otherwise 
might not be possible, it is not something which the United States 
should do alone. But we should demand of all other countries hav- 
ing strong economic development that they too should participate. 

1 think it would be difficult for me to say what part persuasion has 
played in it, what part has been played by the fact that there would 
be some limit to their exporting capacity under different. circum- 
stances, and what portion has been brought about by a realization of 
their obligation to assume responsibility. 
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PARTNERSHIP IN SHARING BURDEN 


Senator Pastore. I wonder, Mr. Secretary, wheter this is actually 
a realization that eventually they are going to kill the goose that laid 
the golden egg unless there is partnership in sharing this burden, or 
whether we are prepared, in view of the acceptance of this plan, to 
make further concessions on this export and overload our American 

market and lose a lot more American jobs. I am wondering if we are 
trading off in contemplation of the establishment of this agency, some- 
thing that might be a little more precious. 

Secretary Anperson. I think Senator, if you would read the state- 
ment I made last year before the International Bank 

Senator Pastore. It was a strong statement ; I read it. 





DISCRIMINATION AGAINST EXPORTS 


Secretary AnpEersoNn. At the same time that we made this proposal, 
I said quite clearly that in times past, when the world was suffering 
from a dollar gap, we were tolerant of some discrimination against 
our exports; but that time had come to an end, and there was no longer 
a dollar gap, and we would no longer be tolerant of that discrimina- 
tion; that what we had to rec ognize was that if there was a gap, it was 
a capital gap, and it can be filled as well by other countries’ currencies 
as by our own; and to that end, we asked them to participate. 

Senator McCrievitan. Mr. Chairman. 


ADDITION TO OUR SUBSCRIPTION IN THE INTERNATIONAL BANK 


As I understand, this fund now is in addition to all that we are 
spending in mutual security program, and in addition to all that we 
have subscribed and paid into the International Bank. Is that right? 

Secretary Anperson. This would be in addition to the current sub- 
scription to the International Bank. 

Senator McCie.xan. It will be administered by the International 
Bank ? 

Secretary AnpERSON. Yes, sir; the same Board of Directors. 

Senator McCren.an. Then, in fact, it is actually an extension or 
an expansion of the International Bank? 

Secretary ANprerson. The International Bank will now have three 
windows: one, the place where you make ordinary loans; two, that 
represented by the International Finance Corporation ; three, that 
represented by the International Development Association. They ul- 
timately wind up at the same desk, Gene Black’s, and the same 
Directors. 

Senator McC.ettan. But this in effect actually broadens the loan 
basis of the International Bank. 

Secretary ANpErson. That is correct. 

Senator McC.etan. It does that. 

Secretary ANprERsoN. It gives them that greater flexibility. 


REPAYMENT OF LOANS 


Senator McCie.ian. Do you anticipate that any of these loans will 
be repaid ? 
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Secretary ANnpDerson. Yes, sir. I think that we must believe, and ] 
personally have the belief, that the World Bank is going to administer 
this fund on a very cautious basis, a very careful basis, that the maxi- 
mum effort will be made to secure repayment, and that it will be sue- 


cessful. 
TOTAL CAPITAL 


Senator McCuie.xan. I understand that the initial capital is to be 
$763 million, and then there is to be a billion dollars subscribed later, 


Secretary Anperson. No; there is to be a billion dollars, total. 


Senator McCietnan. A billion dollar total, and $763 million that is 
to be put up now, $320 million by us and $443 million by the other 


countries. Is the $736 million a part of the billion dollars? 


CLASSES OF CONTRIBUTIONS 


Secretary Anperson. There are two classes of contributors: those 
that we consider the economically strong countries, and all other 


countries. 


Senator McCie.ian. The economically strong countries are to put 


up, then, the $763 million ¢ 
Secretary ANpbeErson. That is correct. 


Senator McCueinan. And the difference between $763 million and 


$1 billion you expect to get from the weaker countries. 


Secretary AnpeErson. That is correct, part of it in freely convertible 
currency, and part of it in local currency. But everybody puts up 


some hard currency. 


Senator McCietian. What part of the $763 million, what per- 


centage, do we pay ? 


Secretary ANpERsoN. We put up $320 million. The other countries 


put up the balance over the 5-year period. 


Senator McCiettan. What isthat? About 40 percent? How does 


it figure out ? 


Secretary Anperson. About that. I will be glad to insert these 


figures in the record if you like. 


Senator McCueixan. I would like it to be placed in the record. 


Chairman Haypen. That may be done. 
(The information referred to follows :) 


IDA initial subscriptions: Percentage analysis 


Subscriptions in gold 








Part I subscriptions or freely convertible Total subscriptions 
currencies 
Million Million Million 
dollars Percent dollars Percent dollars Percent 
EES 320. 29 42.1 320. 29 40.7 320. 29 32.0 
Other part I countries _-_-_-_--_- 442. 78 57.9 442. 78 56.3 442. 78 44.3 
Part If countries.............. nia oepcietigansh lest sie ebdilinae seul 23. 69 3.0 236. 69 23.7 
i cstcteekonseins 763. 07 100.0 786. 76 100.0 1, 000. 00 100.0 


U.S. subscription: 72.5 percent of other part I countries’ aggregate subscriptions. 
Other part I countries’ aggregate suheetiotens: 138 percent of U.S. subscription, 
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INTERNATIONAL DEVELOPMENT ASSOCIATION 
Schedule A.—Initial subscriptions 


(U.S. dollars in millions] ? 








PART I 
ae ae. pS YR ce a 1.01 
RS a nc cs isha A a ia enh 5. Of) Netherlands. =... “5 27.74 
MMII Leth etl Lk OL 2a) SG NOW 6. 72 
RR etre te eto ew ORCI ss ee ee x 10. 09 
I a ithe a eta meen leaned 8. 74} Union of South Africa__.__..._. 10.09 
iN alah in inion 3. 83 | United Kingdom_____________ 131. 14 
Eg dh cee ans hares U2. 96 | ‘United States.._....__..__.__) | 820/29 
ET ih anche bi ag ose comets bis eh 52. 96 ———— 
NN rh hb eis te 18. 16 RE ON i aca sarettnccenct: 763. 07 
I eid accra phen Senne 33. 59 === 
PART II 
Afghanistan_____-_-_ Sonia ks pi EER aE, a er 1. 26 
tae Bho eh iciae Se 0 i ings cs ndsipichin es domegninerme . 45 
Bolivia_____- SNe ets ae enact te " a: UG) aenee Poe! 1.01 
at Phd ienstvtnhghntoni Bay Fh Ra ee Oe eee meee 2. 52 
Burma____— eters SUN a 2. 02 | Mexico_____ i ie al 8. 74 
SS catia oes iehcekn dn ec tai iy ee PERO 7 3.53 
REE sd bee 3.53 | Nicaragua__.______ ee a 
re ee 00: 26 | Pakistené 5 x 10. 09 
RSs hoe ee ieee ee sk ne. . 02 
a aa care oT I seco ssc eeercemsenicanon . 30 
a NE a ee aE sos See serene co ‘ 1.77 
Dominican Republie___------- OA hr re a ce ne 5. 04 
aN a ile se UIE AN se 3. 70 
ee ee ee SN cere an aha 10. 09 
cB Seneca sare ol women is 1. 01 
CERNE. Sak peek slau els ee 2:06) | "aiiend tol eet 3. 03 
Meee sto al) suey Peete i ea ae 1. 51 
7 Pe ee ee sR RO i al : 5. 80 
a a ee ex eae apes . 7 | United Arab Republic____-____ 6. 03 
En er ee oT Creates cutee Oe 1. 06 
eee toes ees pa i erenee es on oh 7. 06 
Nie tS tits LI sae ee a a es 1. 51 
a Tae Bo SUPE 1 WO sec csceeentias 4. 04 
tan hin asin tee is AR vl oe 4, 54 Lies 
ne Ee ey a . 76 Muneota Sit 236. 93 
eee (oie Se he oe 8:08 —_—_ 
eS oe cere ctl et 1. 68 TENE i cclon cn lbrerte eee 1000. 00 
hi ie eee ee . 30 


1In terms of U.S. dollars of the weight and fineness in effect on Jan. 1, 1960. 
ENLARGEMENT OF PROGRAM 


Senator McCiexcian. Is it anticipated that we will broaden or en- 
large this program, or call for increased capital in it anytime soon? 

Secretary Anperson. The articles provide that there shall be five 
installments by each of the countries. This is the first of ours. There 
will be four more. And it is further provided that in 5 years the need 
of the institution shall be reviewed by the institution. 

Senator McCrietian. In other words, this is contemplated to be a 
billion dollars for the first 5 years? 

Secretary ANperson. Yes, sir. 

59260—60-—3 
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Senator McCuietian. At the end of that time, it may be further | 
enlarged ¢ 

Secretary ANpeRsON. Yes, sir; that is correct. 

Senator McCiettan. Thank you, Mr. Chairman. 

Senator Russety. The loans would be repayable in the same soft 
currencies we are trying to get rid of through establishing these loans? | 

Secretary ANDERSON. Not necessarily; no. There w “ould be flex. 
ibility on the part of the Bank, so that they could take part in soft 
currencies and part in hard or 100 percent in hard currencies. Sup. | 
pose you have a project, and on the amortization, with participation | 
by commercial banks and the World Bank out of their general fund, 
it would not quite amortize out. Then, they might say, in order to | 
bring this project into existence, we will provide part or all of the | 
funds in a long-term loan from this institution with a lesser interest 
rate than would be normal, but all repayable in dollars. 

Now, what you have done is to bring into being something which 
otherwise could not have been brought into being; what would other- 
wise have been a loan for which you would not likely expect to receive 
full repayment, that repayment now becomes fairly assured. 

Senator Russetx. I was under the impression that one of the prin- | 
cipal purposes in creating this organization was to take care of some | 
loans of somewhat doubtful ralidity that could not be covered by the 
six or seven other lending institutions we have in this area. 


MAXIMUM FLEXIBILITY FOR WORLD BANK 


Secretary Anperson. This is to provide a maximum flexibility on | 
the part of the World Bank; and it will be used, in my judgment, to 
bring into existence some marginal development projects that could 
not normally be brought in through the normal lending processes. 

Senator Russex. If we are going to be repaid, the cooperative 
feature is not too vital. If we do not get the money back, we have | 
the Import-Export Bank that has been lending money for years. | 

Secretary Anperson. Yes. But, Senator Russell, the difference is 
this: If the World Bank is approached through its normal banking 
window, we might say that banking practices would require amortiza- 
tion in 15 years at the going rate of interest. This might allow them 
to say, We will make a portion of the loan at the normal rate on 15- 
year amortization, but for a portion we will stretch the payments out 
of the International Development Association for 25 years at a lesser 
rate—still repayable in dollars. 


MANAGEMENT OF WORLD BANK 


Senator Russeti. Do you anticipate that these loans in large de 
gree will be repaid in dollars, Mr. Secretary ? 

Secretary Anperson. I cannot answer, because I think that the 
maximum amount of flexibility has been left to the Board of Di- 
rectors of the World Bank, and I do have a great deal of confidence 
in the management of that bank. 










SEVEN LOAN ORGANIZATIONS 











Senator Russetx. Do you think it is advisable for us to have s0 
many of these funds in loan organizations? There are seven already. 
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There is the Export-Import Bank, the U.S. Development Loan Fund, 
the U.S. International Cooperation Administration, the U.S. Public 
Law 480, which is not a lending agency, but it is a large source of 
foreign curency; the International Bank for Reconstruction and De- 
velopment, the International Finance Corporation—that is part of 
the International Bank, is it not ? 

Secretary ANDERSON. Yes; it is. 

Senator Russetx. And the Inter-American Development Bank, 
which is just on this hemisphere, I understand. 

Secretary ANDERSON. That is correct. 

Senator Russetu. What is the United Nations Special Fund, Mr 
Secretary? Do youknow ? 

Secretary Anperson. Yes, sir. The United Nations Special Fund 
is a fund that was established, I think, about 2 years ago. ‘The par- 
ticipating countries make contributions to it. They do not do devel- 
opment projects, but they provide funds on which free development 
engineering studies and this sort of thing can be made, where the 
country in which the study is going to be made undertakes a part of 
the obligation itself. 

Senator Russeii. Frankly, I have been unable to keep up with all 
of these funds. I, being a Member of Congress, and it being a part of 
my responsibility, I imagine that the average citizen likewise does 
not completely understand all of the operations. Do you know of 
any publication that in any one place gives the amount of outstand- 
ing loans and the amount of resources and the nature of loans of these 
seven lending agencies? 

Secretary AnpreRsoNn. Senator, I am not sure which one would give 
the most complete information, but I will get it and furnish it to you. 

Senator Russeity. I wish you would. You would render a real 
service if you would furnish this committee a general outline of the 
activities of each of these agencies, including amounts that they have 
loaned. 

Senator Ellender, referring to the legislation that came out of his 
committee, has advised me that I made an error in stating that there 
were no loans involved in Public Law 480, but that there were loans 
made under the Public Law 480 program, and we should include that. 

If you would furnish those facts here, I think it would be well to 
publish them as a Senate document. 

Senator Pastore. Will the Senator yield on this point ? 

How about adding to that the distinction among them to justify the 
existence of all of them? 


REQUEST FOR LIST OF LENDING AGENCIES 


Senator Russeii. I asked that, to give their field of operations. 

If you would do that, Mr. Secretary, I do not know of any greater 
service you could render the Congress and, I believe, the country, to 
enable us to get in one publication all of these various lending agencies, 
their field of operations, and the amount of loans they have outstand- 
ing, whether it will be repaid in hard or soft currencies, and the total 
amount that is available for those loans. It would be a great thing 
for me to be able to have that all in one place, 

Senator Youne. Would the Senator yield ? 

Senator Russeiy. Yes, Senator. 
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TYPES OF FOREIGN APPLICATIONS 


Senator Youne. I think this would help the foreign countries 
good deal. 

Would a foreign country be able to ascertain on their own just what 
loan program would fit their particular purpose, without retaining a 
law firm or a public relations firm? It seems to me it all makes for 
business for this type of concern which gets a percentage of the assist- 
ance we give the country. 

Secretary AnpERSON. Senator, there are a large number of ways in 
which these things come into being. Sometimes there is an application 
to only one institution. Sometimes there are applications which come 
through American Embassies abroad. 

Senator Youne. Take a country like Guatemala, for example. If 
they wanted assistance, how would they know which one of these agen- 
cies could best supply their needs? They would almost have to retain 
one of these concerns. 

Senator Russeiti. They would start shopping and get the longest 
years and the least interest rate, and that letting them repay in their 
own currency, or anything else they wished to, and then they would go 
on up, if they were torn down, to ones that presented a less attractive 
offer. 

Secretary Anperson. Senator Russell, the extent to which you and 
other members of the committee are concerned about a multiplicity of 
agencies 

Senator Russeiz. You do not think that is a logical course ? 

Secretary Anperson. Yes. Let me just say this, sir. This is pre- 
cisely the reason that we would not have advocated the establishment 
of the International Development Association as a separate institution, 
but rather as a part of the World Bank, so that we are not bringing 
into being anything except another window in an existing institution, 
in which there are now two. 





DIVISION OF RESPONSIBILITY 


In the second place, as to the extent to which we are concerned about 
the fact that this has been a responsibility largely indulged in by the 
United States alone, you are not, in my judgment, going to get other 
countries to participate to any great extent by exhortation and by 
asking that they assume their responsibilities, but only by saying te 
them, “Here is another window in a well-established institution, where 
we expect you to do your share by participating with us.” T just 
believe it is the only real opportunity we have now of getting those 
other countries to accept their part of the responsibility. 

Senator Russetn. Mr. Secretary, I wish to commend you highly 
for keeping it in the general direction of the International Bank, 
which undoubtedly gives us good direction if nothing else, because 
we know the quality ‘of the people and personnel who run that Bank. 
But it is not very helpful to me to have four different windows all 
lending under different terms. Therefore, I would still like to have 
that information in as much detail as if these four different windows 
were four different agencies. There is no need to try to rush this up 
here to us tomorrow. We will not have this hearing printed, I am 
afraid, before the bill will be taken up on the floor of the Senate. 
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But I for one would like to get that information, and I believe the 
other members of this committee would be very much interested in 
that. 

Secretary ANpEeRSON. We will furnish that. 

Senator Youn«a. I would like to have it, too. 

Chairman Haypen. Mr. Secretary, you will supply that informa- 
tion by the time Congress reconvenes in Januar y, will you not? 

Secretary Anperson. We should be able to do it before that. We 
will get it to you as quickly as we can. 

(The information referred to was submitted subsequent to the 
printing of the hearings.) 

Senator Exienper. Mr. Chairman. 


PURPOSE OF DLF 


I simply wanted to make this point, Mr. Secretary. What gave 
birth to the DLF was the belief, which the record will show very 

lainly, that its establishment would largely reduce our overail grants. 
But if you study the record clesely, you will find out that this has not 
been done, and that DLF loans have been made to the very countries 
to which we have been most generous in the past. 

I objected, as my good friend Senator Monroney will recall, to the 
creation of IDA. I ‘objected to the idea of making available tor this 
program over a billion dollars that we have generated in soft curren- 
cies. We will end up by not only making $820 million available but 
over $1 billion worth of soft currencies. And once again we end up 
by carrying most of the load. 

Secretary Anpverson. Senator Ellender, we cannot, under the terms 
of the bill as passed by this Congress, now place those soft curren- 
cies in this International Development Association, without coming 
back to you. 

Senator ELitenver. I understand that. But still, this is a further 
contribution. We are obligated to furnish this sum and the amount 
that we are going to be called upon to contribute here aggregates more 
than the entire capital stock of the bank. Also, we always end up 
carrying not only our share, but in some manner as muc h as other 
countries carry. That is what I believe people like you ought to stop, 
if it is at all possible. 

I venture to say that notwithstanding the fact that DLF has been 
created, and that this new program is going to be created, next 
year we will have a parade of people from the armed services, and 
other departments of the Government, urging that we keep on giving 
as much as we have in the past. 

Senator Russety. And the State Department. Do not put the 
whole burden on the armed services. 

Senator Ei.enper. I know that; but the armed services in addition 
account for half of the present budget as the Senator knows. 

Chairman Haypen. Would the other witnesses like to be heard? 


RELATION TO WORLD BANK 


Senator Monroney. I have two questions, Mr. Chairman, that 
might be interesting. 

Is it not true that you get from this a free ride on loanmaking, 
by having this a part of the World Bank, and that this will require 
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almost a microscopic staff, because the primary work on loans will usu- 
ally be done on the application for a big loan from the World Bank? 
Secretary Anperson. I think that is correct. 


| 
| 

Senator Monroney. Second, is it not planned that this will be | 
subordinated to the World Bank, and that perhaps 25 percent of | 
the projects would cause the loan to be denied by the World Bank 
on its hard banking terms; and this, by the 25 percent second mortgage 
that could be made by IDA, will open the way for the use of W orld 





Bank funds which are obtained on the open market by the issuance | m 
of debentures, and not through tax money or appropriated dollars? | g 
This is where this has a very important bearing on making eligible | it 
projects, that 75 percent perhaps would be financed by public invest- | gj 
ment instead of tax dollars, and the 25 percent would be a second | ¢ 
mortgage, financed through IDA on a longer term, lower interest | 
rate base. | tl 
Secretary AnprErson. Yes. | Dp 
Senator Hotzanp. Mr. Chairman, I would like to ask one question, | 
USE OF COUNTERPART FUNDS 
Chairman Haypren. There will bea considerable amount of counter- | 
part funds now belonging to the United States which will be avail- | tl 
able under this new venture to be loaned. Is that not correct? | i 
Secretary Anperson. Not without coming back to the Congress. | ¥ 
Senator Hottanp. You will come back from year to year for appro- | ti 
priations both of hard dollars and of counterpart funds ? p 
Secretary Anperson. As currently set. up, we will come back each | p 


vear for an annual installment of $61,655,825. If we wanted to trans- 
fer some of the funds that are generated under Public Law 480 to this 
institution so that they would be available, we would have to come up | ti 
to the Congress and ask your permission to get the transfer. 

Senator Hotitanp. And would that be transferred as a part of this 
$61 million ? 

Secretary Anperson. No, this would not be. 

Senator Hotxianp. This would be the justification for a transfer 
which would amount to an increase of our investment in the IDA, 
would it not ? 

Secretary Anperson. This would be the situation: If the World 
Bank should find that there are a number of instances where a project 
ean be financed commercially, say up to the extent of 80 percent, 85 
percent, and that the balance of the 20 or 15 percent could be made up 
by the use of foreign currencies which we hold, then we would say, 
would the Congress consider allowing the transfer of these soft cur- 
rencies to the extent that we can use them, in order to bring into exist- 
ence the kind of a project which now cannot be financed, because 
palpably it can only stand 85 percent of what you are asking. 

But this is something we would have to come back to you for. 

Senator Hotianp. If you came back, it would mean you were com- 
ing back for an enlargement of our capital investment in IDA, would 
it not? 

Secretary Anperson. That is correct. 

Senator Hotzianp. But the Congress would have to determine 
whether or not they would take that step. 
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Secretary ANDERSON. Yes. 

Senator HoLtLtanp. Suppose the Congress did take that step. Would 
the soft currencies be loaned upon the same basis, upon the same type 
of security, as a part of the same ventures as the part of the capital 
stock which represents hard currency investment ? 


MAXIMUM FLEXIBILITY 


Secretary Anperson. I would think it is unlikely, but there is a 
maximum flexibility on the part of the Board. In other words, it can 

either way under this institution, you can take a dollar and lend 
itso that you are repaid in soft currency. But you could take a dollar 
and lend it for a longer term at a lower rate of interest, and we could 
still go to the soft loan because it is not bankable. 

Senator Hotianp. The answer to the question I have asked is really 
that the Congress in its discretion would go either way when this new 
proposal was made; is it not ? 

Secretary Anperson. Yes, that is right. 


IMPLEMENTATION OF LEGISLATION 


Senator Hotianp. It seems to me, Mr. Chairman, and I would like 
the record to show that, that most of these questions we have raised, 
if not all of them, are questions that pertain to the wisdom or un- 
wisdom of our creating IDA. We passed the authorization legisla- 
tion, it has been signed, and the real question now is whether we shall 
proceed at this time to implement the authorization by making an ap- 
propriation of our first total contribution. 

Secretary Anpberson. First annual contribution. 

Chairman Haypen. If there are no further questions, Mr. Secre- 
tary, we thank you for your appearance. 

Secretary Anperson. Thank you very much, Mr. Chairman. 


PREPARED STATEMENT 


Mr. Chairman, May I ask permission to insert in the record this 
statement I just highlighted, along with a further brief statement 
discussing the advantages of IDA in mobilizing foreign capital. 

Chairman Hayprn. Yes; it may be done. 

(The statement referred to follows :) 


Mr. Chairman and members of the committee, I wish to support the appro- 
priation request for $73,666,700 for payment during fiscal 1961 of the first 
installment of the U.S. subscription to the International Development Associa- 
tion. I urge your favorable consideration of this important item. Funds for 
four additional annual installments, each of $61,655,825, will he requested in 
the future. All together, the U.S. subscription to the IDA payable over the 
5-year period amounts to $320.29 million 

The President, in a message to the Congress on February 18, 1960, recom- 
mended legislation authorizing U.S. membership in the IDA and providing 
for payment of the subscription obligations. Final action on this legislation was 
completed yesterday. 

The IDA is to be an international organization, affiliated with the Interna- 
tional Bank, to provide development financing on flexible terms for its less 
developed member countries. Most of its initial resources will be provided 
by countries other than the United States. While the U.S. subscription is 
about $320 million, the other economically stronger member countries would 
provide about $443 million of the $763 million to be subscribed by the economi- 
Cally stronger countries as a group. The total subscriptions, including those 
of the less developed countries, are scheduled at $1 billion. 
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The articles of agreement will enter into force when signed on behalf of gov- 
ernments whose subscriptions comprise not less than 65 percent of the total 
schedule of subscriptions; the agreement cannot, however, enter into force be. 
fore September 15, 1960. The U.S. subscription represents about 32 percent of 
this total. We are confident that the agreement will enter into force and that 
the IDA will begin operations this year, if the Congress at this session approves 
the legislation necessary for paying the first installment on our subscription, 
We have been informed that good progress is already being made on legislative 
action in a number of countries. 

The IDA would provide financing in such forms and on such terms as may 
be appropriate for a particular project in a particular area. It could provide 
foreign exchange, local currency, or a combination of various currencies. Repay- 
ment terms and grace periods may be somewhat longer than under conventional 
financing. Its loans may be at lower interest or interest-free. Repayment may 
be in hard currencies or wholly or partly in the currency of the borrower. Thig 
flexibiilty will permit the IDA to operate under circumstances not possible for 
conventional lending agencies. It will, in this way, help to meet important needs, 

To assure appropriate safeguards in connection with such financing, and to 
assure that the financing provided by the IDA shall be for sound projects of 
high developmental priority, for which private capital on reasonable terms and 
conventional loans are not available, the close affiliation with the Internationa] 
Bank is especially significant. The President, the Board of Governors and the 
Executive Directors of the International Bank will serve in the same capacity, 
ex officio, on the IDA. In being able to call upon the experience and competence 
of the International Bank’s staff, the IDA will maintain technical standards 
in connection with its operations similar to those maintained by the Bank. The 
IDA is to be, nevertheless, a separate entity, and the funds of the IDA are to be 
kept separate and apart from those of the Bank. 

The proposal for an IDA grew out of consideration in the United States of 
the pressing financial problems in the less developed areas and the impact of 
these problems on the entire free world. At the same time, we were convinced 
that additional efforts, in particular by the other economically stronger countries, 
were needed to provide more of the essential capital requirements in the less 
developed areas. It was clear that substantially greater efforts could well be 
made by these countries. An important contribution to this thinking was made 
by the U.S. Senate, which on July 23, 1958, adopted a resolution suggesting that 
prompt study be given to the establishment of an International Development 
Association as an affiliate of the International Bank. Under the terms of this 
resolution, the study was undertaken by the National Advisory Council on Inter- 
national Monetary and Financial Problems. Shortly thereafter, with the ap- 
proval of the President, Secretary Anderson as Chairman of the NAC began 
a series of informal discussions on the proposal with representatives of other 
member governments of the International Bank. In October 1959 the Bank’s 
Executive Directors were instructed to formulate articles of agreement of an 
IDA. This was accomplished, and in January the Directors approved the 
agreement for submission to member governments. 

For the purposes of membership in the IDA, the 68 countries presently mem- 
bers of the International Bank are divided into two groups, part I and part II 
of schedule A of the IDA agreement. This schedule of subscriptions, which I 
have attached to this statement, is based upon subscriptions in the Bank. 
Among the part I members are those economically stronger countries which are 
able to provide significant amounts of capital for oversea development financing. 
The less developed countries, those eligible for IDA financing comprise part IL 

Each member’s subscription is divided into a 10 percent portion and a 90 per- 
eent portion. The part I members, the economically stronger countries, must pay 
the 10 percent portion and the 90 percent portion in gold or freely convertible 
currency to be used in its operations by the IDA without restriction. 

The part II members, the less developed countries, pay only the 10 percent 
portion in gold or freely convertible currency. The 90 percent portion of the 
part Il members is to be paid in their own national currencies. These latter 
currencies may be used by the IDA in connection with projects within the terri- 
tory of the subscriber. In addition, these currencies may be used, to the extent 
agreed by the subscriber and the IDA, for projects located in the territories of 
other members. 

I have prepared, for insertion into the record at this point, a table which 
shows the breakdown of the subscriptions, to be paid by the part I and part II 
members, respectively. 
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IDA initial subscriptions, by membership group and by currencies 


[Data in thousands of dollars] 





| Part I coun- | Part II coun-| Total mem- 


tries | tries bership 
—_—— da a 2 eae pasenrar-ane — _ 
10 percent portion: Gold or convertible currency----- oe 76, 307 23, 693 | 100, 000 
90 percent portion: — | 
Gold or convertible currency....--.-....-.....---.-------- 686, 763 | 686, 763 
NS CURRIES . cpinieic mentees do ith <u bein oh ; | 213, 237 213, 237 
Total subscriptions: | 
Gold or convertible currency...........-...----.--------- 763, 070 23, 693 786, 763 
rs CO. .abadigucetondsh} da nambdc Ayanupigattienptesies ead 213, 237 213, 237 
EEL -wubbudwobidadibodlacktasbhtounsesasuccessumns . 763, 070 236, 930 1, 000, 000 





Subscriptions are to be paid in by the membership in five annual installments. 
The 90-percent portion is payable in equal installments. The payment schedule 
requires, however, that one-half of the 10-percent portion be paid in the first 
installment ; the remaining half of this portion is to be paid in equal installments 
over the following 4 years. The IDA may provide financing from these sub- 
scribed resources only in the form of loans. 

The U.S. subscription obligations will, as I have said, require the payment of 
about $74 million as the first installment. I should like to emphasize here that 
this is a fixed amount, established in the articles of agreement, as are the sub- 
scriptions and the installments on the subscriptions of all members. It is essen- 
tial that the full amount of our first installment be appropriated to enable us ta 
become a member. 

The agreement specifies that the first installment is to be paid within 30 days 
after the date on which IDA begins operations, or on the date on which the 
original member becomes a member, whichever shall be later. For the United 
States, this payment will undoubtedly be timed with the beginning of operations, 
since there is little likelihood that the IDA could begin operations without U.S. 
membership. The agreement remains open for signature until December 31, 
1960, although if it has not entered into force by that date the executive directors 
of the Bank may extend the period by not more than 6 months. 

The agreement permits any member to issue nonnegotiable, non-interest- 
bearing notes in place of any part of that member’s 90 percent subscription por- 
tion. These notes are to be payable at par value on demand to the IDA when 
required for its operations. 

Favorable action on the appropriation item now before this commitee will com- 
plete the legislation necessary for the United States to join the IDA. However, 
as I have noted earlier, it would then be necessary in the future to request ad- 
ditional funds to be appropriated to be able to complete the payment of the 
$820.29 million U.S. subscription. 

Periodically during the course of IDA’s operations, the adequacy of its re- 
sources will be reviewed and consideration given to the desirability of general 
increases in subscriptions, that is, beyond the $1 billion of initial subscriptions. 
The first such review will be undertaken about 5 years after the beginning of op- 
erations. In addition, individual increases in subscriptions may be considered 
at any time, but only at the request of the member involved. No schedule for 
future subscriptions or any terms and conditions under which such subscriptions 
would be paid are established in the agreement. Neither the United States nor 
any other member of the IDA would be committed to increase its subscription. 
The agreement expressly requires, however, that in connection with any addi- 
tional subscriptions, each member shall be given an opportunity to subscribe an 
amount which will enable it to maintain its relative voting power. Further leg- 
islative authority would be required before the United States could make any 
subscription beyond the $320 million currently to be authorized. 

In addition to the schedule of initial subscriptions, there are specific provi- 
sions under which IDA may receive “supplementary resources” from one member 
in the currency of another member. We anticipate that the United States will, 
under these provisions, make available to the IDA small portions of the foreign 
currencies accruing from the sales of surplus agricultural commodities under 
Public Law 480. Separate legislation is now before the Congress for an amend- 
ment to Public Law 480 which would make explicit authorization for the trans- 
fer of some of these currencies to the IDA. 


59260—60-——4 
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In urging the favorable consideration of the appropriation request covering the 
first installment on our subscription to the IDA, I wish to emphasize the im- 
portance to the United States and to the free world generally of this new insti- 
tution. Moreover, I wish to stress the importance of carly action by the United 
States as an evidence of continued leadership in an endeavor so thoroughly and 
carefully worked out in cooperation with the great majority of the free nations, 
A significant aspect to the United States is that the IDA will rely upon funds to 
a great extent provided by the other industrial countries. The IDA will repre- 
sent the first cooperative approach by the important capital exporting nations to 
assist the economic development of other nations by providing finance on flexible 
terms. Dependence for such assistance has up to now been upon the United 
States alone. 

The importance of the objectives of the IDA is well known. As President 
BHisenhower has said, “The peoples of the world will grow in freedom, toleration, 
and respect for human dignity as they achieve reasonable economic and social 
progress under a free system. The further advance of the less developed areas 
is of major importance to the nations of the free world and the association pro- 
vides an international institution through which we may all effectively cooperate 
toward this end.” 


ADVANTAGES OF IDA IN MOBILIZING FOREIGN ASSISTANCE FOR LESS DEVELOPED 
CouNTRIES 


The International Development Association provides the best and probably 
the only institutional arrangement under which we can in the near future mobilize 
significant amounts of capital from the other economically strong countries to 
accelerate development in the less developed areas of the free world. In the 
IDA, 16 other economically strong countries are scheduled to provide $440 
million in hard currencies, while we provide less than this amount, or $820 
million of U.S. funds. 

The economic strength of these 16 countries has been rapidly increasing in 
recent years but they have been reluctant to undertake budgetary appropriations, 
as the United States has done, to provide financing on favorable terms to 
the less developed areas. In some cases they have made appropriations to help 
their dependent or associated territories, but the IDA will represent the first 
real breakthrough to permit these countries to make budgetary appropriations 
that are available generally to help the less developed areas of the free world. 
This is important in terms of recognition on their part of some responsibility 
for the burden which the United States up to now has been carrying through 
our bilateral assistance programs. 

One of the reasons for the willingness of the other strong countries to 
join with us in IDA is that it will be an affiliate of the International Bank 
in which they have great confidence. It will also provide a framework through 
which their assistance can be channeled to the less developed countries. Many 
of the stronger countries do not have appropriate institutions for this purpose 
in their own countries. They are being pressed to take further steps in the form 
of national assistance facilities, but this will be a much slower and more 
difficult process than the establishment of the IDA. 
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Most of the stronger countries are moving rapidly to approve the IDA 
through their legislative procedures. If the United States is not in a position 
to make its subscription to the IDA, there is a real danger that other countries 
will suspend their legislative processes and that difficulties will arise which 
may prevent organization of the institution at a later date. Our position of 
leadership would in that event be seriously compromised and our present efforts 
would net us only embarrassment and the resentment of others. 


LEGISLATIVE BRANCH 
ARCHITECT OF THE CAPITOL 
ADDITION TO CAPITOL GROUNDS 


Chairman Haypen. I want to direct the attention to an item in the 
House bill 12740, regarding the Capitol : 

For an amount, additional to amounts heretofore appropriated, for acquisi- 
tion of property for additions to the U.S. Capitol Grounds pursuant to section 
1202 of Public Law 24, 84th Congress, approved April 22, 1955, as approved by 
the House Office Building Commission, $5 million. 

That is to acquire a block of land east of the House Office Building. 

There are four gentlemen here who are property owners interested 
in this matter or representing the citizens’ association, and I would 
like to have them appear. The first witness I will call is Mr. Theo- 
dore T. Dorman, vice president of the Capitol Hill Restoration Society. 

Mr. Dorman. 


CAPITOL HILL RESTORATION SOCIETY 
STATEMENT OF THEODORE T. DORMAN, VICE PRESIDENT 
GENERAL STATEMENT 


Mr. Dorman. Mr. Chairman and Senators, the president of the 
restoration society is in Baltimore, and was caught over there, not 
knowing that this meeting would be called. Capitol Hill Restoration 
Society represents a membership of approximately 500 people. He 
has the brief of the restoration society, but if you will permit me, I 
will speak from my heart and try to convince you of the fact that it 
would not be to the best interests of the citizens of the United States 
if this land were seized in this method in which it is being seized, 
which we consider would be precipitous.and not to the best interests of 
the many people who have come onto the Hill in the last 5 years. 
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IT have lived there approximately 3 years, and I have seen a great 
metamorphosis take place. Before, there were gaping windows, there 
were “condemned signs.” Suddenly, people have started to surge up 
into Capitol Hill, people of enough substance to improve these houses 
and make them acceptable and attractive to the many tourists who | 
come into the Capitol of the world. Many of them come in in this | 
direction and would go through this area, which was very unpleasant | 
before, and is now being much better. Well over a thousand people | 
have come in in, I would say, the last 2 years, since I have been there, 


EFFECTS OF TAKING LAND 


In the seizure of this land, I would like to tell you what I consider 
and the society considers would be the effect upon the other citizens of 
the Hill who have moved in there. 

In the first place, these people did not move in for speculative rea- 
sons. They moved in because it is a delightful place to live. It is 
convenient to the Capitol. Many of your employees live in this area, 
and they can walk to work. They do not care to live in the suburbs. 
This is a convenient place to live. It is a beautiful place to live. These 
houses are attractive. They were solidly built, mostly early and middle 
Victorian, many pre-Civil War. They are nice houses. We have en- 
joyed living in these houses. 

We need services for these houses. We need stores for these houses. 
When you take this block here, you are knocking out a great deal of 
our shopping center. Even Rome in all its splendor had some services 
where people could buy things. 

If this is done in this manner in which we are so very much afraid 
it is going to be, it is going to be a great setback to the restoration | 
which has been going on on Capitol Hill. In other words, people | 
will lose confidence. 


RIGHT TO TAKE LAND UNQUESTIONED 


Nobody doubts or in any way has any doubt about the fact that the 
Federal Government has the right to land. But let us take land in 
an orderly fashion, with a plan for taking this land. In other words, 
it is not even established what shall be done with this land. It may be 
a park where your employees can hold picnics because they will not 
have the restaurants to eat in. But what we need is an overall plan 
for Capitol Hill; and nobody, no residents of Capitol Hill would 
object to seizures if there is an orderly plan and the people are prop- 
erly recompensed for property which is seized. 

I know you are very busy, you have a great deal to do, and on behalf 
of the Capitol Hill Restoration Society, I want to thank you for the 
opportunity of appearing here. 
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TAX ASSESSMENT 


Senator Cuavez. What is the tax assessment in that block, of the 
District of Columbia? 


Mr. Dorman. That will be answered by some of the other witnesses. 
I do not know what the tax assessment is; but I know that is a very 
valid point, in that these houses that had “condemned” signs before 


are now being taxed at a fair and equitable rate, and the Government, 
of course, is benefiting thereby. 


Senator Cuavez. Of course, if the block is taken over, the District 
of Columbia would lose that much revenue, would it not? 
Mr. Dorman. Nearly, sir. 


Chairman Haypen. The next witness is Mr. Milton Elsberg, presi- 
dent of the Drug Fair. 


STATEMENT OF MILTON L. ELSBERG, PRESIDENT OF DRUG FAIR 


LETTER TO COMMITTEE 


Mr. Exsserg. Mr. Chairman and gentlemen, I submitted a letter to 
this committee, which I would assume is part of the record. 

Chairman Haypen. That will be printed in full. 

(The letter referred to follows :) 


Drue Farr Drue STorES, 


Arlington, Va. June 27, 1960. 
Hon. Cart HAYDEN, 


Chairman, Senate Committee on Appropriations, 
Old Senate Office Building, Washington, D.C. 


DEAR Mr. CHAIRMAN: I am writing this letter on behalf of Independence 
Avenue Drug Fair, Inc. to protest the proposal, incorporated in the supplemental 
appropriations bill, H.R. 12740, to condemn two squares of property south of 
Independence Avenue, SE., now occupied by commercial establishments. 

Drug Fair is the lessee of a brand new retail store located on the site in 
question, at 101 Independence Avenue, SE. The lease is for a term of 10 years 
with an option to renew for a further term of 10 years. 

The threatened condemnation subjects Drug Fair to a particular and unique 
hardship. The store in question was first opened in April of this year after 
extensive and lengthy remodeling. Apart from the lease obligation, the expense 
of opening it exceeded $200,000. 

The premises were in the process of reconstruction for more than a year 
preceding the introduction of H.R. 12740. The fact that the store was under 
construction was common public knowledge and had been specifically and per- 
sonally brought to the attention of all members of Congress by mail. Neverthe- 
less, at no time was any representative of Drug Fair informed, directly or by 
implication, of any plans for the condemnation of the area. 

If the condemnation is effected, Drug Fair will suffer a most severe monetary 
loss. The Independence Avenue store is highly profitable. Operations of the 
store to date indicate a minimum annual gross of $700,000 in the first year of 
operation and experience indicates that the annual sales would thereafter sub- 
stantially exceed the first year’s results. By way of comparison, Drug Fair has 
just agreed to purchase a drug store known as the Connecticut Pharmacy for a 
consideration of $200,000 and plans to spend $75,000 to $100,000 to remodel the 
premises. That store will also be operated in leased premises. Its present an- 
nual sales volume is approximately $400,000. As the comparative sales figures 
establish, the value of the Independence Avenue lease is far greater than the 
$300,000 Drug Fair will spend for the Connecticut Avenue location. 

Drug Fair, therefore, earnestly solicits the rejection by your committee of the 
proposed condemnation. It does so not only because of the particularly heavy 
penalty it would suffer, but also in the interest of fairness to all of the other 
commercial establishments which would also be put out of business. 
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If the bill should nevertheless be approved, Drug Fair earnestly requests that 
provision be made to insure that it will receive adequate replacement quarters 
in any public building which may be erected on the site or, alternatively, that 
space be provided for a replacement store in an appropriate section of the prop- 
erty not occupied by a public establishment. 

We are informed that hearings will be held on the bill but that the time is not 
yet definite. An opportunity to appear in person, for 5 minutes, would be deeply 
appreciated. If possible, kindly advise the undersigned by telephone at OTis 
4-6090, of the time scheduled for Drug Fair’s appearance. 

Will you please have the clerk arrange for the reproduction of this letter in 
the printed record of the hearings and for the circulation of copies to the other 
members of the committee. 

Respectfully submitted. 

INDEPENDENCE AVENUE Drue Fair, INC. 
Mitton L. Evssere, President. 


RECENT INVESTMENT IN AREA 


Mr. Exsserc. I will not bother you with reading the letter. I want 
to go over some of the highlights. 

TI do not think it is necessary for me to tell you the need for services 
of our sort to the community. The thing I would like to stress is my 
own particular hardship. 

We have been working on this Drug Fair store, which we opened 
only about 214 months ago, for about a year and a half. We have an 
investment there at the moment, an opening investment, of over 
$200,000. 

The proof of how necessary this is—and it is very nice for us to 
know—is that we are doing sales today on the basis of, in the first 
year, over $700,000 a year. This is a valuable property. We ad- 
vertised that we were going to do this thing, and after we have finish- 
ed, at a great deal of expense and pains, now we are told that we are 
going to lose it. 

Therefore, we would first like to solicit that the committee reject 
this condemnation, not only for us, but also for other commercial 
establishments in the area. 

But, if the bill does go through, we request that some sort. of 're- 
placement, something adequate, be done, whether it. be in the buildings 
that are going to be put up there or in the buildings contiguous, 
but that somehow or other we get replacement of our own facilities. 

Senator Russery. Is there any reason to apprehend that they are 
going to move right in there and tear all these buildings down in 
case this item is adopted ? 

Mr. Exsserc. No. 

Senator Russeii. There is a hotel there now. 

Mr. Exsserc. I would not assume that. But I do know that we have 
a lease for 20 years, and I do know that, in the first year of doing the 
volume we are doing, our property becomes more valuable. I am not 
speaking of today; I am speaking of at any time that it does happen. 
We feel that it is, first, necessary, and second, that we should get 


proper consideration. 
TERMS OF LEASE 


Senator Russet. Is there anything in the lease that would prevent 
the lessor from transferring title of the property ? 

Mr. Exsperc. No; there is not. There is a statement in the lease, 
however, that the landlord is free of any liability upon condemnation. 
How this ever got through, gentlemen, I could not know. Out of 50- 
some leases, that is the only one in which we had that clause. 
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Chairman Hayven. Thank you. ! ; 
The next witness is Mr. Edward G. Gruis, Capitol Hill Merchants 


Association. 
CAPITOL HILL MERCHANTS ASSOCIATION 


STATEMENT OF EDWARD G. GRUIS, REPRESENTATIVE 


PROBLEMS FACED BY BUSINESSMEN 


Mr. Gruts. First of all, I would like to thank you, Mr. Chairman, 
and Senators, for permitting me to appear on behalf of the 24 mer- 
chants. It does not include Drug Fair, Mr. Elsberg having just 
spoken for himself. 

Our concern here is not one exactly in opposition to this legislation 
so much as it is one of confusion. By that, I suggest we well under- 
stand Congress power to take these properties in the immediate con- 
tiguous area for the use of Capitol ground expansion, and we are well 
aware of some of the problems you will be faced with. I am appear- 
ing this morning to explain only some of the problems these 24 busi- 
nessmen will be faced with. 

The majority of these businessmen, all but two, are lessees of this 
property. For those of you who are lawyers, you are perhaps well 
aware that lessees receiving nothing in terms of condemnation other 
than what you might say are fringe benefits for unexpired terms of 
their leases, which would have to be negotiated with their respective 
landlords. 

What this means in essence is, a lot of men have bought a name or a 
location, or sometimes it is simply referred to as “key money,” to open 
up the front. door to establish their enterprise for the first time. In 
doing so, this is something more than just a pittance to these men. 
In many instances, particularly the instances along the avenue, it has 
been the life savings of these men, and has been their only capital to 
invest. 

I suggest that the amount we have been able to arrive at is some- 
thing close to $525,000, that these men will not be recompensed for if 
an ordinary eminent domain proceeding is followed. 

What that means is, let me give you an example: We have Nat 
Gandel, who is frequently referred to as “the banker” along Inde- 
pendence Avenue. When the office buildings are closed, quite fre- 
matty congressional staffs go there to have their checks cashed. The 
randel establishment has advised me he cashes something over $5,000 
worth of checks on a weekend, after your Treasury room is closed 
over here. In another instance, a man, Mike Palm, has invested 
over $40,000, just to buy location and name. This does not include 
the inventories. It does not include improvements. It does not in- 
clude anything he can be recompensed for. So he is extremely con- 
cerned about that. 


HARDSHIP ON LESSEES 





During the discussion of this particular bill on the House side—and 
we are well aware this is appropriation bill, it is a legislative program 
emanating from the House side—the discussion by and large directed 
itself to recompensing the property owners. 

We are not necessarily property owners in the truest sense. We 
are purely people who have leases along the avenue, who may in effect 
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be forced to move out of there at some time. We have no idea where 
we would go; and even if these men did have to go, for many of them it 
would certainly mean bankruptcy. They w ould have no initial funds 
to start out all over again. 


SERVICES TO CONGRESSIONAL OFFICES 


Aside from this hardship approach, that means so very much to a 
handful of little businessmen along this avenue, there is a second 
approach, and that is the service that these establishments render. 
It has been discussed, or this area has been described in various terms, 
some of them not too flattering, from time to time. But nonetheless, 
there is that avenue of stores along there that do offer services for 
the everyday needs of the people in the congressional] offices, particu- 
larly on the House side, and the neighborhood offices, as well as the 
visitors and tourists in this partic ular area. We estimate that during 
the workdays that Congress is in session, we serve a market of custo- 
mers of over 30,000 people daily. What I mean is not necessarily 
that we sell all these people, but we are available to offer our services 
to over 30,000 people daily. 

I submit, gentlemen, that these services are things particularly 
some of the congressional staffs cannot easily do without conveniently, 
There would be no place to send your shirt down to have it cleaned, 
for example. You know yourself sometimes how difficult it is to get 
in the House dining rooms, the cafeteria. To meet some of your 
respective constituents, it is convenient to be able to go into a restau- 
rant someplace and have a place to talk to them without all of the 
usual pressure. I suggest that there are four or five restaurants along 
this avenue, two or three of them quite outstanding, aside from some 
of the names that have been given. Nobody will dispute what their 
food is like. Mr. Elsberg has testified about his drugstore. How 
many times a day have I stopped on my way back and forth to pick 
up razor blades and other simple things that a person needs. 

There are little service things that are so essential to the House 
offices themselves. They supplement the actual administrative opera- 
tion of the Congress itself. It does not require your staffs to be 
chasing across town to get flowers or to pick up a good wishes card, 
and that sort of thing. 

Gentlemen, to summarize briefly what I have said, our case is really 
on two scores: (1) There is a considerable hardship involved here, 
and (2) we do offer tremendous services for the congressional areas. 
In closing, may I state only this: I hope this committee will give some 
consideration to permitting our men to have sufficient time, if neces- 
sary, to amortize their capital if this ground is decided to be taken, 
enough time so that they can try to get out some of the capital they 
have put in. 

Chairman Haypen. Thank you very much. 

Mr. Grouts. Thank youso much. 

(The following letters were later submitted :) 

WASHINGTON, D.C., July 7, 1960. 
Hon. Cart HAYDEN, 


Chairman, Senate Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: The rather short notice given to the Capitol Hill Mer- 
chants Association for an opportunitv to appear and testify before the Senate 
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Appropriations Committee on the “legislative branch” provision of H.R. 12740 
did not allow sufficient time to prepare and present a formal statement in 
connection with our testimony on this matter. 

We requested and were granted permission during the hearing to file a subse- 
quent statement which would be made a part of the hearing record on the Sen- 
ate’s consideration of H.R. 12740. Since our testimony largely follows the 
contents of the enclosed copy of our letter to House Speaker Rayburn, we 
would appreciate the inclusion of this letter in the record in lieu of the state- 
ment which we were granted permission to file. 

I wish also to express our appreciation for the consideration your committee 
granted to the association during the hearing and in its report (S. Rept. 18382) 
on the serious consequences this proposed legislation holds for the Capitol 
Hill merchants. 

Respectfully submitted. 

Epwarp G. GRUIS, 
Counsel, Capitol Hill Merchants Association. 


CAPITOL HILL MERCHANTS ASSOCIATION, 
Washington, D.C., July 1, 1960. 
Hon. SAM RAYBURN, 
Speaker of the House, U.S. House of Representatives, 
Washington, D.C. 


My Dear Mr. Speaker: The House of Representatives recently took action 
approving H.R. 12740, a supplemental appropriation bill which contains a pro- 
vision that threatens to destroy not only the buildings and structures on the prop- 
erties located along the 100 block of Independence Avenue SE. but the businesses 
and livelihoods of the Capitol Hill merchants who occupy these premises. We wish 
to make clear at the outset that we are not protesting the objectives of the pro- 
posed bill. Our concern centers on the uncertainty and extreme hardship that 
will be thrust upon the Capitol Hill merchants and their customers if the pro- 
posed legislation is enacted. 

The “legislative branch” provision of H.R. 12740 appropriates $5 million for 
the acquisition of a 2-block area bounded on the north by the land now occupied 
by some 24 merchants along the 100 block of Independence Avenue and on the 
west by the Capitol Grounds. It is within this “taking” area that you will find 
the only shopping area immediately available to congressional offices, the Li- 
brary of Congress, the Supreme Court, and a large segment of Capitol Hill’s 
residential community. Overall, the stores in this area are estimated to serve 
during each working day of the session a market of nearly 30,000 persons work- 
ing, living, or visiting on Capitol Hill. 

As you may be well aware, your staff members, as well as the personnel of 
other congressional offices and committees, and frequently the congressional 
Members themselves, find the location of our establishments and the services we 
offer particularly convenient and suitable for meeting most of their business 
and personal needs. The local drycleaner, the florist, the jeweler, the greeting 
card merchant—yes, and even the grocer, all play a role in the efficient opera- 
tion of the congressional office. This is demonstrated by the numerous orders 
filled and services performed daily by our merchants for congressional offices. 

Our restaurants also meet the important demand for nearby eating spots where 
Members and their staffs van dine during off hours or when they wish to get 
away, and still be on hand, from the pressures and tensions of eating on the 
premises of the Capitol buildings. In addition, these restaurants serve as an 
important supplement to the facilities in the Capitol buildings for feeding the 
visiting constituents, schoolchildren, and other visitors to Capitol Hill. By the 
enactment of the H.R. 12740 proposal, then, the question will be not only what 
are the dispossessed merchants to do, but what are these congressional and other 
customers to do for their shopping needs and services on Capitol Hill? 

Within recent years many of the Capitol Hill merchants have made substan- 
tial investments to improve the looks and services of their establishments. 
Profits have been reinvested and additional capital has been put into businesses 
to remodel and to decorate interiors and exteriors in an effort to make our stores 
more attractive to Capitol Hill shoppers and visitors. The progress that has 
already been made and the likely continuance of this “facelifting” trend was in 
fact alluded to during the House debate on this H.R. 12740 provision. In urging 
the defeat of an amendment to postpone this legislation, it was asserted that 
the acquisition of these properties must be undertaken now, before further 
“substantial improvements” are made (106 Congressional Record 13051). 
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It should be pointed out here, Mr. Speaker, that most of the improvements 
and modernization that have been made on the Independence Avenue properties 
have been undertaken and financed by the merchants themselves, not the prop. 
erty owners. Thus, the assurance given during the House debate that property 
owners would be justly and equitably compensated for their properties and 
improvements thereon (106 Congressional Record 13050) does not apply to the 
merchant-lessees who have been largely responsible for financing the improve- 
ments made on these properties. Under the proposed bill, the merchants stand 
to lose nearly all of their investments in the improvements and decorations made 
on and in these buildings. 

But more importantly, attention must be called to the fact that with two 
exceptions, the Capitol Hill merchants are not the owners of the buildings or land 
which their establishments occupy. They are lessees who have made substantial 
capital investments to locate, open, and operate businesses in the area which is 
now being considered for acquisition by the proposed bill. As we understand 
general legal principles of eminent domain proceedings, capital outlays for such 
items as goodwill, the purchase price of a location or of a name, “key money,” 
and similar items are not recoverable by lessees. Our figures show that the total 
initial investments made by Capitol Hill merchants in these items amount to 
something more than $525,000. This amount, moreover, does not include the 
cost of inventories, the purchase of licenses, working capital, and other costs 
which are essential to the opening of any business enterprise. In the case of 
Mike Palm, for example, his share of the $525,000 figure amounts to more than 
$40,000 in life savings which he invested in the purchase of his restaurant 
location some 11 years ago. For Nat Gandel, another of our businessmen, the 
share exceeds $75,000, and for two other restaurants in the proposed “taking” 
area, $50,000. 

We assure you, Mr. Speaker, that the loss of these investments will mean seri- 
ous financial difficulties for some of us and bankruptcy for others. Thus, even 
though the property owners and our landlords may be justly provided for by 
the pending legislation, we see no way at this stage to avoid the business fail- 
ures that will occur among the Independence Avenue businessmen if this legis- 
lation is enacted in its present form. 

What H.R. 12740 then proposes does not seem just and fair to a handful of 
small businessmen on Capitol Hill who have for years centered their operations 
around the activities of Congress. The business and good will of these mer- 
ehants have been largely developed to answer the special, and often exacting, 
needs of congressional members and their staffs for goods and services. To 
meet these needs, our stores have stocked items and offered services not gen- 
erally found in the average store. We have adjusted our working schedules, 
menus, and delivery services to fit the special requirements of our congressional 
customers. At the same time, we have tried to keep some balance with the 
needs of a community which desperately requires some form of shopping facili- 
ties on Capitol Hill. 

Now we learn suddenly that the House has concluded action on legislation 
that may shortly deprive us of our locations and livelihoods. We have been 
given no details other than we are to be evicted and our establishments demol- 
ished. We have no idea of how much longer we will be permitted to continue 
in business at our present locations. The record of the closed hearings on this 
matter indicates that our area will be cleared within a year (hearings before 
the subcommittee of the House Committee on Appropriations, 86th Cong., 2d 
sess., 4837 (June 17, 1960)). Comment during the House debate on the proposed 
bill indicates that we will be allowed up to 2 years to remain at our present 
locations (106 Congressional Record 13051). We submit, Mr. Speaker, business 
plans and moves cannot be easily formulated on such uncertain information. 

In the event it is the will of Congress to approve the legislative branch provi- 
sion of H.R. 12740 at this time, the Capitol Hill merchants earnestly hope that 
the clearing of this area will not be undertaken before they have had sufficient 
time in which to work out their business problems and to settle on some plan 
which will minimize losses that today appear certain to result from this legisla- 
tion. It is our conviction that neither your office nor the Congress intended the 
harsh results this legislation holds for us. We trust, therefore, that we may 
look to your office and the Congress for some guidance and help in finding a solu- 
tion to our problems. 

Respectfully submitted. 

CaAPIToL Hitt. MERCHANTS ASSOCIATION, 
By Epwarp G. Gruis, Counsel. 
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CAPITOL HILL SOUTHEAST CITIZENS ASSOCIATION, AND RESIDENTS 


STATEMENT OF J. RICHARD EARLE, REPRESENTATIVE 


GENERAL STATEMENT 


Chairman Haypen. The last witness is Mr. J. Richard Earle, from 
the Capitol Hill Southeast Citizens Association, and residents of this 
area. 

Mr. Eartr. Mr. Chairman and Honorable Senators, our association 
consists of almost 500 paid, active members who are interested in the 
welfare of the southeast area and in Washington. And I speak for 
myself as a property owner, as a homeowner on Capitol Hill, and for 
other homeowners, of whom there are very many, in likely similar 
circumstances. 

The thrust of my presentation will be along the lines of there being 
no such emergency as really justified the quick passage of this bill, 
which would destroy all of these homes and would destroy the stores. 
I believe Senator Russell asked the question awhile ago to the effect 
that, well, the bulldozers are not moving in immediately or right 
quickly. 

That time, Senator, has been estimated by some as being within 
1 year; by some, a year and a half; and there have been remarks made, 
I believe, on the floor of the House or before the committee of the 
House, to the effect that it may be 2, 3, or 5 years. 

If we look right at that property, we will find that it is stabilized. 
We are not going to build any more hotels over there. That seems 
to have been sort of the thorn in the side of the House. They did not 
take certain property over there until a hotel got built on it. I believe 
it was the George Washington Inn in one instance, and the Congres- 
sional Hotel in the other. If you take a walk around this area, you 
will see there are no new superstructures of any sort. There is no 
emergency. 

It seems to me that every reason points to the fact that this item 
ought not now to take up these very, very valuable minutes of each 
and every Senator. It ought to be deleted. That would not deprive 
those who desire the acquisition from introducing another measure at 
the next Congress if they so desired. 


TOTAL ITOMES INVOLVED 


I believe that it is a good, sound, American principle that the homes 
should be protected. There are something over 120 homes, I believe, 
that have been briefly described here, of good, substantial people, 
including Members of Congress, who are now right down there living 
in their homes. Their homes ought not just to be, on paper at least, 
authorized to be destroyed without hearing them. There should be a 
fair hearing, upon reasonable opportunity. This thing has come with 
such suddenness that nobody has been prepared to speak very intelli- 
gently to you and give you the data that you need, that the Congress 
needs. 

I would want to emphasize that all the circumstances, as I conceive 
them and understand them, as a homeowner, as a citizen, point to a 
new bill if and when it is desired, to bring it up again, so that it may 
be proceeded with ordinarily, so that it may be heard with some comfort 
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rather than, as I wrote out yesterday, slide the thing through so 
quickly and almost stigmatize it with so-called railroading, or steam- 
rollering. 

CAREFUL COMPENSATION BILL NEEDED 


Some reference has been made to some of the facts and circum- 
stances that these people found themselves in: the commitments for 
equipment, and so forth. A bill ought to be adapted to this situa- 
tion that we have over here, rather than just appropriating money and 
leaving it to all of the confusion that exists in regard to getting the 
just compensation that is due to the owner for his private property. 

The bill might provide that the valuation be made as of a certain 
time, rather than wait until the declaration of taking is filed, when 
the circumstances have changed. 

What the people are being deprived of by this bill would be their 
homes and their stores and their other property when this bill was 
first announced, not a year and a half or 2 years from now, when a 
declaration of taking might be filed in the court proceeding, which 
the Architect intends to institute. The Architect of the Capitol has 
recommended, I believe, or expressed the opinion, that he would like 
to see it proceed with, leveled, and completed, I believe, as promptly 
as possible, which he thought might be within a year or so. 

Chairman Haypen. Thank you. 

Senator Cuavez. Mr. Chairman. 

The Senate passed legislation for the purpose of two blocks, one 
where the New Senate Office Building is, and the other one where the 
Carroll Arms and Plaza Hotels are located ; but we passed legislation, 
we did not put it in an appropriation bill. 

Mr. Earte. That is correct, sir. That is the way that it ought to 
be. It ought to be by a bill for the taking of this specific property, 
and after a hearing and consideration, include or do not include relief 
measures for these particular circumstances that exist right here, 

Chairman Haypen. Thank you for your statement. 

Mr. Earte. I will be glad to answer any further questions, if I 
can. 

Chairman Haypen. There is one other witness who would like to 
be heard, J. W. O’Connor, of the Citizens Association. 


STATEMENT OF J. W. O’CONNOR, CITIZENS ASSOCIATION 
PRESIDENT 


GENERAL STATEMENT 





Mr. O’Connor. Mr. Chairman and committee members, I am Mr. 
O’Connor. I am the president of the Citizens Association: but be- 
cause of my home being in the block, I did not wish to speak, with the 
conflict of interest, primarily for myself, but for the majority of 
homeowners within the block. 

Gentlemen, I was out of the country on official Government business; 
and to come home and find out suddenly that my home is to be taken 
by an appropriation of the House is a shock. My home was built in 
1804 by Thomas Laws, who lived there while building the other places 
across from the White House. I have owned the property since 1928. 
I was born on Capitol Hill. I have known most of the legislators 
through the years. Senator Penrose was a good friend, as was Champ 
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Clark. I have never had to think that some day I would wake up and 
find my home gone. 

We did not treat one person or businessman or a citizen in a foreign 
occupied country as the citizens on Capitol Hill have been treated by 
this sort of an action, sir. You go to bed, and you wake up and find 
your property is gone. This is not what one would appreciate in our 
standards here. 

I have just prepared a hurried statement, and if I may have your 

rmission, I would like to read it, sir. It is just two pages long. 

The section of the supplemental appropriation bill provides for the 
acquisition by the Government for additions to the Capitol Grounds of 
certain land, which I understand to be the two blocks bounded by Inde- 

endence Avenue SE., C Street SE., First Street SE., and Second 

treet SE. This tract comprises about 120 lots, of which 20-odd house 
commercial enterprises. An estimated 400 people dwell in the area. 

I appear here not in direct opposition to this section of the bill at 
this time, but rather to the manner of its handling. 


ACTION TERMED ARBITRARY 


We all understand that the U.S. Government is a growing organism 
at the head of a growing country, and that from time to time it will 
need more space for buildings and installations in the District of 
Columbia. We understand, too, that in times of stress and danger it 
may be necessary to acquire land arbitrarily and without considera- 
tion of the rights and privileges of individuals. But in this case, what 
appears to be arbitrary action has been initiated without any consulta- 
tion with the people concerned. 

I say “appears” advisedly, because we are truly in ignorance as to 
why this action was initiated and as to the reasons which underlie both 
its proposal and its timing. 

If given the opportunity we would have liked to argue before the 
House Appropriations Committee both as to the general advisability 
of this measure and its timing. 

We feel strongly that the Capitol and its dependencies should be in 
contact with people. After all, people are your business. This pro- 
posed act breaks a direct contact between Congress as a whole and a 
representative group of people, ranging from serving Congressmen 
and their staffs who live there to the suppliers of the small needs and 
convenience of your own employees. 

We feel even more strongly that this expropriation should be under- 
taken only when the need for it is not only demonstrated but also 
imminent. In the last analysis, action of this kind always entails 
hardships, both material and psychological. You will be turning 
people out of the houses in which they were born. This is not some- 
thing to be done lightly or arbitrarily. 


COMPREHENSIVE PLAN NEEDED 


We believe, too, that any taking of land around the Capitol should 
not be piecemeal, but rather in the fulfillment of a known and compre- 
hensive plan. Only thus can the flourishing movement for the res- 
toration of the area through private enterprise be supported. We are 
not aware of the existence of any such plan. 
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Heretofore we have not been permitted to make the arguments | 
have just outlined before any agency of Congress. We appreciate 
your courtesy in giving us this hearing. 

And this brings me to our primary request. It is a simple one; 
namely, that the House of Representatives hear our full arguments 
and give them adequate consideration. Unfortunately, at this stage 
of the legislative process this can only be done by the refusal of the 
Senate to take action on this item at this time. 

We are aware that each House of Congress tends to accept the 
operating estimates of its coordinate House and with full faith in 
the needs expressed. We know, too, that the Houses are reluctant to 
criticize openly or implicitly each other’s legislative processes. But 
here is a case of injustice, and at this time the only remedy for the 
precipitate and arbitrary action of others lies in your hands. 

I repeat, therefore, our request that you withhold endorsement of 
this section of the supplemental appropriation bill, and that you recom- 
mend that the Senate act in this sense. 

Chairman Haypen. Thank you for your statement, sir. 

Mr. O’Connor. Thanks a lot, gentlemen; but may I quote some- 
thing of which reminds me very strongly? You remember in the play, 
“Julius Caesar,” the first line in the first sentence, when the comment 
was, “Whyfor do you lead the people around the streets of Rome?” 
The cobbler answered, “Why, to wear out their shoe leather and to give 
me more work.” And this is just what this appears to me to be for, 


Thank you. 
DEPARTMENT OF AGRICULTURE 
AGRICULTURAL RESEARCH SERVICE 


Chairman Haypen. A statement on the screw-worm program in the 
Southwest, prepared by Senator Yarborough, will be inserted in the 
record. 

(The statement referred to follows :) 


STATEMENT BY SENATOR RALPH YARBOROUGH 


Mr. Chairman and members of the Appropriations Committee, I am informed 
that Texas and the Southwest cattle country alone are suffering an annual loss 
of approximately $20-$25 million due to the failure to eradicate screw-worms 
in cattle on these ranges. 

The success of the eradication program in the Southeastern States gives us 
hope that something can be accomplished in the Southwest. 

A comprehensive report was prepared under date of October 1959 by the U.S. 
Department of Agriculture in which the problem was reviewed in the south- 
western part of the United States and in the northeastern part of Mexico. From 
this report it is apparent that the immediate needs are to obtain a fund of $500,000 
in the appropriations for research for this year ; $300,000 would be used for fixed 
equipment and facilities ; $200,000 would be used for operating expenses includ- 
ing salaries, materials, etc. ; $300,000 then would be a nonrecurring expense. 

The authorities that I have contacted advised me that a program of basic 
research for the urgent and essential need of the Southwest should be expedited. 
This program, however, would be followed by sample fieldwork before the general 
program was approved in the various areas. Due to the large cattle population 
in Texas and the Southwest, this is a vital program in the area. I am advised 
that the program would be of benefit to most of the cattle-raising States of the 
United States although the warmer climates seem to bear the brunt of the 
problem. 

There is another very strong reason why sufficient money should now be pro 
vided to enable the scientists in the Department of Agriculture to conduct both 
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pasic research and field trials in order to develop a feasible program of eradi- 
cation for the Southwest. That reason is this: In the Southeastern States, 
where great success resulted from the efforts of the Federal and State agencies, 
the program was a cooperative effort between the Federal Government and 
the prospective States. It is believed that any program that may be developed 
for the Southwest will have new and additional features because of the differ- 
ences in climate and geographical conditions. j 

The legislatures of the respective States cannot know how much their States 
must contribute to this new program until a plan or program has been de- 
yeloped. If this department work is not done immediately, a delay of at least 
2% years will result, because these State legislatures convene early in 1961 
(in January) and remain in session only a limited length of time and adjourn 
for 2 years. It is, therefore, apparent that the program should be developed 
by January of 1961. Otherwise, no State contributions can be obtained until 
a would be most regrettable to have this delay in this work of eradication 
of a costly and most troublesome pest. The scientific success of the program 
east of the Mississippi River has given the entire project an enthusiastic mo- 
mentum and scientists are anxious to carry this work into the Southwest. 
Delay of 244 years would result in the loss of this momentum and a slackening 
of enthusiasm on the part of the scientists. Both of these losses should be 
avoided by providing funds to immediately develop a feasible program for the 
Southwest through basic research and field trials. 

Mr. Chairman, I requested my assistants to prepare some additional back- 
ground information on this problem, and I ask that this information be in- 
cluded at this point as an extension of my remarks in the record of the 
hearings. 

You will note that several outstanding scientists who are residents of Texas 
have contributed substantially to the success of this work and have been 
widely acclaimed for their work. Dr. E. F. Knipling, of Port Lavaca, is a 
native Texan. Two of these gentlemen were named men of the year for their 
service to agriculture for 1959. 


“STAFF MEMORANDUM 


“The screw-worm is the maggot of a fly, a pest which, in its larval stage feeds 
only on the living flesh of warmblooded animals. Any cut or scratch on a wild 
or domestic animal in screw-worm country invites an infestation. Untreated, 
a screw-worm infestation can kill a healthy, full-grown steer or deer in 10 days. 

“In 19388 a USDA entomologist, studying caged screw-worm flies noted that 
the females mated only once. He conceived the idea that the insect could be 
controlled or eradicated if sterile male flies could be produced and released in 
sufficient quantities over infested areas—reasoning that sterile males would 
mate with native females, causing them tto lay infertile eggs. The technique 
took years of patient effort to develop and became practical when nuclear energy 
research provided the tool with which to effect economical sterilization of the 
fly. 
“The entomologist responsible for originating this brilliant piece of work 
isa native Texan, Dr. E. F. Knipling of Port Lavaca, Tex. Another entomologist, 
Dr. R. C. Bushland, of Kerrville, Tex., spent years working out many of the 
essential steps used in the procedure. Both have been widely acclaimed for 
their work. They received the Hoblitzelle National Award in the agricultural 
sciences for the period 1955 through 1958 which is accompanied by a $10,000 cash 
award. (Mr. Karl Hoblitzelle is a Houston philanthropist.) Both were named 
‘Men of the Year in Service to Southern Agriculture for 1959’ by the Progres- 
sive Farmer. 

“In 1954, sterile screw-worm flies released over the Caribbean island of Curacao 
eliminated screw-worms in about 6 months. An eradication program begun in 
1958 in the Southeast, using the same techniques appears to be successful. 

“Curacao and a big portion of the southeastern screw-worm area are sur- 
rounded by water barriers. This particular geographic feature is immensely 
favorable to screw-worm eradication activities but does not exist, unfortunately, 
in the Southwest-Mexico region in such a manner that it will permit a similar 
type screw-worm program there. 

“Losses from screw-worm infestations in this area, however, are just as real 
to livestock owners as they were in the Southeast. 
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“Last year the Department of Agriculture was asked to review the prospects 
of applying the technique to the Southwest-Mexico region. A preliminary sur. 
vey of the screw-worm problem in the area was undertaken and a report on the 
subject made in October. It disclosed that screw-worms overwintered in the 
southern parts of our Southwestern States and also in a large section of adja. 
cent Mexico. No natural barriers were found in either country to substitute 
for the water barriers of the Southeast and Curacao. The screw-worm ig 
reported to exist as far south as South America. 

“Consideration is given in the report to the possibility of establishing ap | 
artificial barrier of sterile flies to protect the United States and parts of Mexico 
from reinfestation should eradication appear feasible. Such a barrier would 
need be continued year after year and it is not known whether it would be 
effective. Even if it proved successful, an artificial barrier could be an expen. | 
sive undertaking since no one can intelligently guess how long or how wide it 
must be and how many sterile flies would have to be released within it each 
week. 

“Large scale field trials would be needed to determine whether an artificia] 
barrier would be effective and feasible. The report contains details concerning 
field trials and estimates of costs involved. Unfortunately the costs are rather 
high. The report also contains information regarding research that is needed 
to reduce costs of eradication procedures and of a continuing, artificial barrier 
should field trials show that such a barrier is effective.” 
















Sor CONSERVATION SERVICE 


Chairman Haypen. Communications relating to watershed protec- 
tion and flood prevention will be inserted in the record. 
(The information referred to follows:) 






U.S. SENATE, 
OFFICE OF THE DEMOCRATIC LEADER, 
Washington, D.C., June 27, 1960. 







Senator CARL HAYDEN, 

Chairman, Senate Appropriations Committee, 
Senate Office Building, 

Washington, D.C. 

My Dear Mr. CHAIRMAN: Congress recently enacted Public Law 86—468 to ex- 
tend certain provisions of Public Law 83-566 to the 11 watershed projects au- 
thorized by the Flood Control Act of 1944. Among other things, the new law 
permits local authorities to add municipal water supply features to flood preven- 
tion dams in these watershed projects and authorizes the Federal Government 
to make long-term loans to the local authorities to cover the portion of the costs 
allocated to this purpose. 

The principal reason this legislation was enacted at this time was to permit the 
city of Brady, Tex., and the Soil Conservation Service to carry out their plans 
to include a water supply for Brady in a watershed project structure on Brady 
Creek. The total cost of the structure will be $2,420,000, of which $1,571,000 
is allocated to water supply and will be covered by a loan under Public Law 86- 
468 




















The authorizing legislation has been passed, and the project can get underway 
as soon as funds are appropriated to cover the loan. In order to expedite this 
appropriation, on June 1 I wrote Secretary of Agriculture Benson suggesting that 
he submit a supplemental estimate on the Agriculture Department’s needs for 
these loans during fiscal year 1961 since Public Law 86—468 became law too late 
for consideration with the regular Agriculture appropriation bill. 

On June 23, Assistant Secretary Peterson replied stating that the Depart- 
ment does not intend to submit a supplemental estimate to this Congress. The 
reason given is that there is insufficient time to determine the need for these 
loans. Copies of my letter of June 1 and the Agriculture Department’s reply 
of June 23 are enclosed. 

The position of the Agriculture Department that there is insufficient time in 














this Congress to determine the amount needed for loans is obviously without beg 
foundation as far as the Brady Creek project is concerned. The Department has Se 
known for many months precisely what the city of Brady will need. As a matter mM 
of fact, on February 26, 1960, the Administrator of the Soil Conservation Service * 






wrote Mr. Liarker T. Stanton, counsel for the Senate Agriculture Committee, 
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when Public Law 86-468 was before the committee, setting forth the details of 
the Brady Creek project. A copy of that letter is enclosed. 

This loan and the water supply it will provide is extremely important to the 
people of Brady. To fail to appropriate money to cover the loan would only 
delay longer a badly needed project which has been delayed too long now. There- 
fore, it would be greatly appreciated by me if a sufficient amount would be in- 
eluded in the 1961 supplemental appropriation bill to permit the loan to be made 
to Brady at an early date. 

It would also be appreciated if this question would be explored in the hearings 
on this bill when the Department of Agriculture witnesses are heard. If my 
duties on the floor permit, I plan to be present at the hearings when these wit- 
nesses are heard in order to explain further the urgent need for this appropria- 
tion. 

My warmest personal regards. 

Sincerely, 
Lynpon B. JOHNSON. 


JUNE 1, 1960. 
Mr. Ezra TAFT BENSON, 
Secretary, Department of Agriculture, 
Washington, D.C. 

DEAR Mr. SECRETARY: On May 13, 1960, the President signed Public Law 86— 
468, which amends the Watershed Protection and Flood Prevention Act. This 
amendment is extremely important to the 11 watershed projects authorized by 
the Flood Control Act of 1944. Under the terms of the 1944 act, only flood 
prevention work was authorized, but under this new law measures to accom- 
plish such purposes as municipal water supply and irrigation may be included 
as in Public Law 83-566 projects. Also, and of utmost importance, the loan 
provisions of section 8 of Public Law 566 are made applicable to these 11 water- 
sheds. 

One of the 11 watersheds which will benefit by this new law is the middle 
Colorado watershed of Texas. And one of the principal reasons for its enact- 
ment at this time was to premit the Soil Conservation Service to implement 
plans worked out with the city of Brady, Tex., for the inclusion of a municipal 
water supply feature in the flood prevention work now under construction on 
Brady Creek in the middle Colorado watershed. 

It has been estimated that the structure in which Brady wants to incorporate 
water supply storage will cost a total of $2,420,000. Of this amount, about $848,- 
000 would be allocated to flood prevention and paid by the Federal Government. 
About $1,571,000 would be allocated to municipal water supply and paid by the 
city of Brady from the proceeds of a long-term loan under this law. 

I understand that both the city of Brady and the Soil Conservation Service 
are prepared to go ahead with the Brady Creek project now that the necessary 
authorizing legislation has been passed. And it seems clear that the intent 
of the Agriculture Department has always been to begin the implementation 
of Public Law 486 during the fiscal year 1961. 

However, nothing can be done during fiscal year 1961 under Public Law 486 
if appropriations for that purpose are not made available during this session 
of Congress. The 1961 budget, of course, includes no fund for this purpose, and 
Public Law 486 did not become law in time for consideration in the hearings 
on the 1961 Agriculture appropriation bill. 

The appropriation bill, as passed by the Senate, does permit SCS flood-pre- 
vention funds to be used for Public Law 486 purposes. However, the SCS 
makes clear that its 1961 appropriation is needed to continue the present con- 
struction programs at current levels and that it does not intend to divert any 
of this appropriation to loans to local communities. In other words, the SCS 
pa mat none of its 1961 appropriation will be available for a loan to the city 
of Brady. 

Since Public Law 486 was enacted on the express recommendation of the 
Department of Agriculture, and since the Department apparently intended to 
begin implementing the act in fiscal year 1961, I am sure that you will want to 
recommend that Congress enact a supplemental appropriation for this purpose. 
Such an appropriation is extremely important to the citizens of Brady, Tex., 
and you can be sure that I will do everything I can to assist. 

This session of Congress will be short, and for that reason it is important that 
we do not delay. I will appreciate it very much if you will let me know as 
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soon as possible how much your Department will need for fiscal year 1961 under 
Public Law 486, including, of course, the approximately $1.5 million needed for 
the city of Brady’s loan. 
With warm regards. 
Sincerely, 
LYNDON B. JOHNSON, 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C. 
Hon. LYNDON B. JOHNSON, 
U.S. Senate. 


DEAR SENATOR JOHNSON: This will reply to your letter of June 1, 1960, con- 
cerning the question of providing funds for watershed loans in connection with 
the 11 watershed projects as recently authorized by Public Law 86-468, 

You have correctly stated the situation concerning funds for loans in fiscal] 
year 1961. Loan funds can only be made available through a supplemental 
appropriation, since the funds under the item “Flood prevention” contained in 
the 1961 appropriation bill are needed to continue present construction at current 
levels. However, it is not feasible to submit a supplemental estimate to this 
Congress because of the limited time available. As you point out in your letter, 
this session of Congress will be short. Sufficiently adequate consideration can- 
not be given to the question of the need and amount of loan funds during the 
time likely to be remaining. 

The Farmers Home Administration is responsible for the loan program cover- 
ing these 11 watershed projects as well as other watershed projects authorized 
by Public Law 566. Officials of that Agency, during the ensuing months, will 
work with the sponsoring project officials in developing the required data needed 
in the formation of loan requirements. These preliminary studies and negoti- 
ations with local officials will take some time to complete, after which budget 
estimates must be submitted to the Bureau of the Budget. 

The steps outlined above will be understaken promptly so that full considera- 
tion can be given to the submission of an estimate for loans under this item. 

Sincerely yours, 
FE. L. PETERSON, 
Assistant Secretary. 


U.S. DEPARTMENT OF AGRICULTURE, 
Sort CONSERVATION SERVICE, 
Washington, D.C., February 26, 1960. 
Mr. HARKER T. STANTON, 
Counsel, Committee on Agriculture and Forestry, 
U.S. Senate. 


DEAR Mr. STANTON: We are pleased to provide the following information 
which you requested in your letter of February 18, 1960. 

The purpose of H.R. 4781 is to extend certain provisions of Public Law 83- 
566, as amended, to the 11 watershed projects authorized by the Flood Control 
Act of 1944. H.R. 4781 would authorize inclusion in these 11 projects of meas- 
ures for additional purposes such as drainage, irrigation, fish and wildlife devel- 
opment, and municipal and industrial water supply. These 11 projects are now 
authorized only for the purpose of flood prevention, including land treatment 
and structural measures. 

H.R. 4781 provides for Federal participation in the planning, installation, and 
cost of sharing on the added purposes in the same manner and degree as in 
Public Law 566 projects. H.R. 4781 also makes the loan provisions of section 
8, Public Law 566, applicable in the 11 watersheds. 

H.R. 4781 does not, however, make Public Law 566 projects out of the 11 au- 
thorized watersheds. It merely amends the authorization of these watersheds 
to provide comparable assistance in them to the assistance now being pro- 
vided in Public Law 566 projects. 

In the fiscal year 1961 budget and in each Department of Agriculture Appro- 
priation Act since enactment of Public Law 566, funds for the 11 authorized 
watersheds have been carried as a separate budget and appropriation item under 
the heading “Flood Prevention.” Funds for Public Law 566 projects are carried 
in the Budget and Appropriation Acts under the heading “Watershed Protection.” 
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If H. R. 4781 were enacted, it would be necessary to provide financial or other 
assistance for any added measures thus authorized out of the appropriation item 
for these 11 watersheds. No funds appropriated for Public Law 566 projects 
could be used on these 11 watersheds under the present appropriation language. 
H.R. 4761 merely uses Public Law 566 as a convenient legislative vehicle to 
amend the previously authorized programs in the 11 watersheds. It does not 
make Public Law 566 projects of them. So long as the present separation of 
funds for the 11 watersheds and the Public Law 566 projects is maintained in the 
appropriation acts we would have no authority to use funds available for Public 
Law 566 projects in the carrying out of the programs in the 11 watersheds. 

We do not have any firm estimates as to what costs might be involved in future 
years as a result of the added program authority provided in the 11 watersheds 
by H.R. 4781. The following are some of the kinds of local expressions of interest 
that have come to us: 


Middle Colorado watershed, Texas 


The city of Brady, Tex., is interested in incorporating municipal water supply 
storage in a multiple-purpose structure on Brady Creek. This structure has 
been planned by consulting engineers and approved by the Soil Conservation 
Service. It has an estimated total cost of $2,420,000, of which about $848,000 
would be allocated to flood prevention and borne by the Federal Government and 
about $1,571,000 would be borne by the city for municipal water supply. Under 
H.R. 4781 the city could apply for a long-term loan for all or any part of the cost 
allocated to municipal water supply. If a loan were made it would have to be 
provided from the appropriation for “flood prevention” and in effect would 
require consideration by the Appropriation Committees in establishing the level of 
appropriation for these 11 watersheds. 


Yazoo watershed, Mississippi 


The local drainage district in Indian Creek, a subwatershed of the Yazoo water- 
shed, has expressed interest in borrowing some $100,000 to finance the local 
cost of easements and rights-of-way for floodwater-retarding structures. More 
tentative but similar interest has been expressed in two other subwatersheds. 


Potomac River watershed, Virginia 
Very tentative interest has been expressed by Harrisonburg, Staunton, and 


Waynesboro in incorporating municipal water supply in multiple-purpose struc- 
tures. These cities might be interested in securing loans for this purpose. 


Washita River, Okla. 


Local organizations have expressed interest in obtaining loans to finance 
the cost of land, easements, and rights-of-way for flood-prevention structures. 

Under the provisions of Public Law 566 and H.R. 4781, repayments on loans go 
to the miscellaneous receipts of the Treasury and therefore do not represent 
a “cost” in the sense of a grant of funds. 

Up to this time, we have had no concrete expression of interest in Federal cost 
sharing which would be authorized for irrigation, drainage, or fish and wildlife 
developments in any of the 11 watersheds. 

We interpret the statement on page 2 in the House report on H.R. 4781 under 
the heading “Cost of Bill” to mean that there is not now in prospect any addi- 
tional nonrecoverable costs and that the Appropriations Committees in setting 
the appropriation limits for the program on the 11 watersheds each year would 
need to consider the specific funds that might be needed to finance loans or 
any cost sharing authorized by H.R. 4781. 

Sincerely yours, 


D. A. Wriu1aMs, Administrator. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D.C., June 30, 1960. 
Hon. Lynpon B. JouHnson, 


U.S. Senate, Washington, D.C. 


My Dear SENATOR JoHNSON: Yesterday you inquired as to the status of funds 
to allow the international Boundary and Water Commission to begin construc- 
tion of the Amistad Dam and Reservoir for which authorizing legislation has 
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just been passed, and to allow the Department of Agriculture to make loans to 
the cities of Litchfield, IlL, and Brady, Tex., under its watershed protection 
and flood prevention programs. 





The agencies concerned have submitted to the Bureau of the Budget requests 


for supplemental appropriations in each of the cases about which you inquired, 


I had concluded that it would be necessary to recommend to the President that © 


he transmit to the Congress a proposed supplemental appropriation in each | 


case, aS soon as it is possible to forward recommendations for further supple. 
mentals for the fiscal year 1961. 

Under these circumstances I can see no objection, so far as the Bureau of 
the Budget is concerned, if the Congress should see fit to provide funds for 
these purposes in appropriation measures now pending before it. 

Sincerely yours, 
MAuvRICcE H. Stans, Director, 


U.S. SENATE, 
COMMITTEE ON FINANCE, 
June 29, 1960, 
Hon. Cart HAyvDEN, 
Senate Office Building, Washington, D.C. 


Dear CarL: There is being submitted to your committee in their consideration | 
of H.R. 12740, the supplemental appropriation bill for 1961, testimony request. | 


ing the inclusion of $1.8 million for the watershed protection program of the 
Department of Agriculture. 

This request is based upon the development of a multipurpose structure in 
the Shoal Creek watershed project, Montgomery County, Ill. This is the largest 
watershed program in the State of Illinois, and is, I am advised, one of the first 
instances in which the multipurpose provisions of the Small Watershed Act are 
being implemented. The project includes flood control, soil conservation, and 
municipal water supply. It is a sound project and needed by the people living 
in this area of Illinois. 

I hope your committee will view this request with favor and that $1.8 million 
will be appropriated as requested. 

I want to endorse the statement attached hereto, prepared and presented 
by Mr. Frank W. Cooper, city attorney of the city of Litchfield, and ask that 
the material I have submitted be incorporated as a part of the record. 

With warm best wishes, 

Faithfully, 
Pau. H. Doveatas. 


(For statement referred to see p. 43.) 


JUNE 30, 1960. 
Hon. Cart HAYDEN, 


Chairman, Committee on Appropriations, 
U.S. Senate. 


_—_ 


DEAR Mr. CHAIRMAN: A supplemental item for watershed protection admin | 


istered by the Soil Conservation Service has been recommended and approved by 
the Department of Agriculture and the Bureau of the Budget for inclusion in 
the House-passed supplemental appropriation bill (H.R. 12740) which is now 
before your committee. 

This request pertains to the construction of the Shoal Creek watershed project 
in Montgomery County, Ill. The project, sponsored by the city of Litchfield, is 
one of the largest watershed proposals in the State of Illinois. In fact, I believe 
it is among the first instances in which the multipurpose provisions of the Water- 
shed Protection and Flood Prevention Act, as amended, are being implemented. 
The project provides for flood control, soil conservation, storage, and water sup- 
ply for the city of Litchfield. 

The project addresses itself to my attention rather persuasively because mayors 
and officials in many of the small towns in Illinois have been frantically beseech- 


ing me to see if we could push other public works projects along in order that they | 
might get off the hook on their water problems. I allude to that situation because | 


we have serious water recession problems facing us in Illinois. In fact, the 
water table is receding in our State as it is elsewhere. 

The project has made all of the hurdles thus far and its soundness or merits 
have never been raised by the Public Works Committees of the House and Senate, 
the Department of Agriculture, and the Bureau of the Budget. I have lived with 
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this proposal since its inception back in 1958 and have worked very closely with 
the sponsors, Mayor Lewis D. Yeager and Mr. Frank W. Cooper, the city attorney. 
Mr. — has a prepared statement for the committee, which I am enclosing 
herewith. 

In conclusion, Mr. Chairman, I will appreciate the careful and sympathetic 
consideration which I am sure your committee will give to all of the facts 
and circumstances involved. 

Respectfully submitted. 

EVERETT MCKINLEY DIRKSEN. 


STATEMENT OF FRANK W. Cooper, Crry ATTORNEY OF THE City oF LITCHFIELD, ILL. 


My name is Frank W. Cooper. I am the city attorney for the city of Litch- 
field, Til. 

The city of Litchfield, Ill., has filed and processed through the Farmers Home 
Administration, an application for a loan for approximately $1,800,000 under the 
provisions of Public Law 566, as amended. This law permits municipalities to 
participate in this program for purposes of municipal water storage as well as 
for watershed protection and flood prevention. It further authorizes such cities 
to borrow funds not to exceed $5 million from the appropriate Federal agency, 
namely Farmers Home Administration, as needed to finance the construction 
of such a project, after meeting such qualifications as set out in the law and in 
regulations of the Farmers Home Administration and the Soil Conservation 
Service. 

The project for the construction of which the city of Litchfield, Ill., has made 
this loan application is a part of the Shoal Creek watershed works project in 
Montgomery County, Ill, as prepared by the Soil Conservation Service and 
Forest Service, U.S. Department of Agriculture. The entire watershed plan 
covers an area of approximately 192,365 acres which will principally afford flood 
protection for the area and furnish additional and more lasting water supplies 
for the cities of Litchfield and Hillsboro. This plan was prepared by the Soil 
Conservation Service and Forest Service, U.S. Department of Agriculture, in 
October 1958, after which it was submitted to and approved by the Depart- 
ment of Agriculture, Bureau of the Budget, and the Public Works Committees 
of both Houses of Congress, the latter approval being given in June 1959. 

Immediately after the approval of the overall Shoal Creek watershed work 
plan by the Public Works Committees, the city of Litchfield filed its loan applica- 
tion with Farmers Home Administration under Public Law 566. Subsequently 
the city was directed to prepare and submit a complete and detailed loan docket 
which was submitted on January 25, 1960. 

This portion of the project calls for a multipurpose structure designed for 
floodwater retention and municipal water supply. The lake storage capacity 
will approximate 3.5 billion gallons of water covering about 1,600 surface 
acres.. In addition, there are to be two upper structures designed primarily 
for sediment control. According to the project plan previously approved, the 
cost of the upper structures will be absorbed by Soil Conservation Service from 
funds already appropriated for such purposes. In addition, funds are now 
appropriated for that Service to contribute to the main structure involving 
about 19 percent of the entire cost. 

After the loan docket was submitted by the city of Litchfield to Farmers 
Home Administration, extensive study and investigation was made by that 
agency of the city’s qualifications for eligibility to effect such a loan. After 
humerous conferences and necessary adjustments to complete such a loan, 
the Farmers Home Administration informed the city of Litchfield, Ill., that 
it had met all of their qualifications and that it was eligible for a loan under 
Public Law 566 subject to availability of funds. At that time, it was ascer- 
tained that from the watershed protection and flood prevention 1960 appro- 
priation of $32 million, only $1 million was available for loans. 

This was the first loan application of such magnitude and was not finally 
processed until May 1960. Accordingly, it was not considered in the original 
needs submitted by the Department of Agriculture for the year 1961. This 
loan application in the amount of $1,800,000 has now been fully processed and 
approved by all of the appropriate agencies as required by Public Law 566 
and it is well within the maximum of $5 million as set out in that law. By 
making this additional appropriation a part of this supplemental bill it will 
permit the city to proceed with a major portion of this project to advance 
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and protect a large area of Montgomery County, Ill, in a program already 
approved and endorsed by all interested departments of the Government. 
I appreciate the opportunity of appearing before your committee. 


U.S. SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 


June 28, 1960. 
Hon. Cart HAYDEN, 


Chairman, Senate Appropriations Committee, 
Washington, D.C. 


Dear Mr. CHAIRMAN: I wish to urge the Senate Appropriations Committee 
in connection with its consideration of the supplemental appropriation bill, tg 
give serious study to the need for additional funds for the Poultry Inspection 
Service of the Department of Agriculture. 

The Poultry Inspection Act requires that the Department of Agriculture 
carry out supervised inspection of poultry and poultry products. A temporary 
exemption for inspection of plants engaged in further processing of poultry 
products expires on June 30, and it is obvious that the temporary exemption 
will not be extended. Beginning July 1 it will be mandatory that the Depart. 
ment inspect these plants. 

The regular Department of Agriculture appropriation bill did not contain 
funds for this inspection system since there was still a chance that the tem. 
porary exemption would be extended by the Congress. It is my understanding 


that the Department did not submit a supplemental request to the House | 


Appropriations Committee when the supplemental appropriation bill was under 
consideration, although it was obvious by that time that the exemption would 
not be renewed. The Senate committee’s report on the regular agriculture 
appropriation bill clearly states that it was the intent of the committee that 
the Department should submit a supplemental estimate for these inspection 
services in the event the exemption legislation failed to pass the Congress. 

I hope that the Department of Agriculture has furnished your committee 
with a supplemental request to cover this work. However, in the event it has 
not done so, I strongly urge that the committee provide sufficient funds to 
enable the Department to carry out the mandate contained in the Poultry 
Inspection Act. 

With kind regards, I am 

Sincerely yours, 
J. W. Fursricut, 


CONCLUSION OF HEARING 
Chairman Haypen. We will now go into executive session, and 


will ask those not connected with the committee to leave, so we can 
proceed to mark up the bill. 


(Whereupon, at 12:15 p.m., Friday, July 1, 1960, the hearing 


adjourned. ) 
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